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MEET THE FCC 


By Herbert Bratter 


« » 


Twelve Years under the Natural Gas Act 


Part Il. 
By Samuel H. Crosby 


« » 


Transit Strengthens for an Uncertain Future 
By Powell C. Groner 


« o 


Fallacy of Tax Comparisons 
By Albert Hamilton 


How Do You Choose a 
Gas Pressure Regulator ? 


There are several makes of gas pressure regulators on the market today, 
Often it becomes a problem for gas specialists and installers to choose from 
them. For your guidance, these points are suggested: 


@ Think twice before using or recommending the lowest priced 
devices. In a control accessory so vital as this, only the best 
and most dependable is the cheapest. 


If the manufacturer of the product you use makes regulators 
only, consider carefully his record of success, both as to years 
in business and satisfaction in actual service. 


If the manufacturer makes regulators and also other products 
used in the gas appliance field, investigate his reputation for 
these other products also. 


On any of these ge. you can't go agg Ry the 
selection of Barber Gas Pressure Regulators. about 
a third of a century, Barber's name on ony product in the 
gas appliance field has been a sure symbol of reliability. 
Not only on regulators, but on conversion burners, and 
numberless other burners fully adapted to the needs of 
hundreds of appliances for ail h Id, cial, and 
industrial purposes—the Barber trademark amounts to the 
signature of an expert. You can rely on it—unconditionally. 
Buy Barber and you buy the best 


t 
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Attractive folders on this 
Regulator will be fur. 
nished free, at your re- 
quest, for distribution to 
your trade. Write for 
catalog and price list on 
Barber Burner Units for 
Gas Appliances, Conver- 
sion Burners for Furnaces 
and Boilers, and Regu- 
lators. 


Certified by A. 
G. A. Test- 
ing Laboratory. 
Sizes VY" up. 


THE BARBER GAS BURNER CO., 3682 Superior Avenue, Cleveland 14, 


Re 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Applia 
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New Multi-Plan Bookkeeping Safe-Desk 


rr 


FOR YOUR LEDGE 


CASHIERS’ COUPC 


FIRE PROTECTION AT POINT-OF-USE | jcren sooxs 


4. hours a day AND CONTROLS 


Here’s something new—and important to you—in 
record protection equipment. The Remington Rand 
Multi-Plan Bookkeeping Safe-Desk, designed spe- 
cifically for public utilities, provides 1-hour Certi- 
fied Protection against damage by fire to records 
housed within it. 

Your Ledgers, Cashiers’ Coupons, Meter Books and 
Controls all are safe not merely overnight, as in 
the case of vault storage, but every minute of the 
day as well, right where they’re used. 

The time-saving, work-saving advantages of con- 





centrating your customer accounts records at 
convenient working location would be rea 
enough to adopt this desk as standard equipm 
But when you get fire protection, too, for 
records that would be costly —or impossible 
replace, it’s a deal that warrants looking 
immediately. Send today for the free booklet. Yo 
not limited, remember—the Multi-Plan Boe 
ing Safe-Desk adapts readily to your system. 5 
pedestals offer wide flexibility as to choice 
drawers and drawer compartments. 
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FOR STUB PLAN. The insulated book- 
keeping safe-desk set up for “stub” filing. 
Stub “packs” and “cash coupons” for 
current month are filed in top drawer— 
previous months in lower drawers. 


FOR REGISTER PLAN. Here, the right top 
drawer holds the current “register sheet- 
binder”, which can be opened to a convenient 
angle for posting without removal. Cash cou- 
pons filed in rear of drawer. No heavy load 
to remove and replace. 


FOR TAB CARD PLAN. Where tabulating 
cards are used, three cross-file trays per drawer, 
light in weight, afford ample filing space. 


METER BOOKS. Under any / 
of these plans, meter books 

are filed in the left pedestal | 
of the desk. / 


er 








The 
PUR 
BOOKKEEPINg 
SAFE DESH 


’ < 
MANAGEMENT CONTROLS REFERENCE LIBRARY 
Room 1746, 315 Fourth Avenue, New York 10 


Free copy of Folder SC661, please. 


























| apne this year the Federal Communi- 
cations Commission published an 
interesting little pamphlet of general in- 


formation entitled “A Short History of . 


Electrical Communication.” Glancing 
over this, we were struck with the fact 
that, in the thousands of years of record- 
ed history prior to the invention of elec- 
tromagnetic telegraphy by Morse, man- 
kind has been able to discover eight 
methods of relaying communications. But 
during the past one hundred years there 
have been at least ten distinctly different 
media of communications discovered. 


BerorE telegraphy, according to the 
FCC, there was the primitive running 
courier, immoitalized by the ancient 
battle of Marathon, and more recently 
exemplified by the Indian runner of our 
own early American history. If we lump 
all the common carrier services by rail, 
ship, or horse-drawn vehicle, we can add 
only the elementary signaling devices of 
fire, smoke, drums, and mirrors. This 
leaves Napoleon’s ingenious semaphore 
system and pigeons—used as long ago 
as the Crusades—to make our total of 
eight forms of communications known 
prior to 1847. 


ALBERT HAMILTON 
MAR, 29, 1951 
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CONSIDER now the more modern list. 
After the telegraph, discovered little 
more than a century ago, and Bell’s tele- 
phone which marks its seventy-fifth 
birthday (or diamond jubilee) this year, 
there were a host of communication media 
brought into use, particularly since the 
successful demonstrations of wireless by 
Marconi around the turn of the century. 
These include: radio broadcasting, radio 
telephonic relay, which can be used by 
moving vehicles, teletype, telephoto, tele- 
vision, telefax, and radar, making a total 
of ten entirely distinct media of com- 
munication since the discovery of the 
telegraph. 


5 poe this rapid development of 


various forms of communication— 
all with multiple ramifications—it is easy 
to see that the task of regulating the com- 
munications industries is a large order 
for any government agency. Unlike con- 
ventional public utility regulation, which 
is based upon service to the public for a 
reasonable charge, payable by the cus- 
tomer, many of these newer forms of 
communications are free, as far as the 
“customer” is concerned. But just be- 
cause the citizen who tunes in on a radio 
or television program does not have to 
pay for the service, it does not mean that 
the task of the regulator is any more 
simple on that account. 


On the contrary, the very indiscrimi- 
nate character of broadcast reception— 
either radio or video—brings regulatory 
complications unknown in the older 
fields of public utility regulation today. 
The Federal agency concerned with regu- 
lating these services to the public is com- 
pelled to conduct a veritable 3-ring circus 
of continuous performance investigations, 
ranging from plunging gamblers who 
abuse the wire services to plunging neck- 
lines on TV. 


ALTHOUGH specifically barred from 
exercising censorship powers, the Fed- 
eral Communications Commission is the 
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COMMON | 
EQUITY | 


~BANK LOANS 


~ 
~ 


“Ser 
— 


SENIOR 
OBLIGATIONS 


@ In exacting times like these, 
your financing program needs to 
be reviewed frequently. For it  utilities—by maintaining a staff 
must be comprehensive and flex- _ of experts who are exceptionally 
ible—more than ever geared to _ well-qualified to give your com- 
changing conditions. A well- pany help and advice. Next time 
organized approach to the finan- you review your financing pro- 
cial community is also of great gram, Irving’s Public Utilities 
importance. Department would welcome the 
For years, Irving Trust has opportunity to contribute its 
specialized in serving public _ broad experience. 


IRVING TRUST COMPANY 


ONE WALL STREET + NEW YORK 15, N. Y. 


Capital Funds over $118,000,000 Total Resources over $1,200,000,000 
Wiiuram N. Enstrom, Chairman of the Board _Ricnarp H. West, President 


Public Utilities Department 
Tom P. Waker, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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target of complaints and criticisms from 
irate citizens who do not like what they 
hear on the air or see on television. Add 
to that the FCC’s duty of guarding the 
fair allocation of frequencies in the radio 
spectrum—one of our most limited and 
treasured natural resources. Add to that 
the FCC’s duty of traffic policeman to 
prevent the airwaves from becoming a 
bedlam of disorder. Finally, FCC has 
the duty of administering more or less 
conventional public utility regulation, in 
the form of an obligation to fix rates for 
interstate telephone and telegraph serv- 
ice. It is indeed a large order, probably 
the most challenging, and certainly the 
most varied responsibility of any regu- 
latory board in the whole field of govern- 
ment. 


In the opening article in this issue, 
HERBERT BRATTER, Washington author 
of business articles, gives us an inside 
picture of the FCC as it is today, its per- 
sonalities, and its problems. In nearly 
seventeen years of existence, it has sur- 
vived recurring storms and criticisms 
until it has become the well-established 
Federal umpire for the nation’s com- 
munications service industries. 

ose & 


pers C. Groner, whose latest article 
entitled “Transit Strengthens for an 
Uncertain Future” begins on page 418, 
is a past president of the American Trans- 
it Association and past director of the 
Kansas City Chamber of Commerce. In 
addition, he is a member of the bar of 
New York, Missouri, and Illinois. He is 
a graduate of the academic and law 
schools of the University of Virginia. 
But his full-time utility job is being 
president of the Kansas City Public Serv- 
ice Company. The article in this issue 
contains Mr. GRoNER’s comment and 
analysis of the Chamber of Commerce of 
the United States transportation policy, 
with emphasis on local transit aspects. 
jt = we 


FREQUENT challenge aimed at pub- 
licly owned utilities is that they do 

not pay taxes and that their customers 
enjoy preferentially low rates. Not long 
ago Pusiic UTILITIES FORTNIGHTLY 
published an article especially criticizing 
publicly owned ventures in the Far West 
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POWELL C. GRONER 


on this score. By way of balance we pre- 
sent (beginning page 424) this analysis 
of the situation from the viewpoint of a 
successful municipal plant. ALBERT 
HAMILTON, on behalf of the Sacra- 
mento (California) Municipal Utility 
District, contends that Sacramento cus- 
tomers get full-rate advantage of any 
rate or other preference the municipal 
plant enjoys. 


Mr. HamItTon is a native of Sacra- 
mento, and a graduate of the University 
of California (AB ’39). His present post, 
which he has held since 1947, is that of 
director of control of the Sacramento 
Municipal Utility District. He began his 
career as valuation assistant with the 
Pacific Gas and Electric Company in 
1940. He was a rate engineer with the 
Tennessee Valley Authority from 1940 
to 1947, with a 2-year break for service, 
during World War II, as a combat pilot 
with the United States 8th Air Force. 

* * * * 


A‘ in this issue, beginning page 411, 
is the concluding instalment of the 
2-part article “Twelve Years under the 
Natural Gas Act” by Samuel H, Crosby. 


THE next number of this magazine 
will be out April 12th. 
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| Rolling out work in /2 the tim 
cipal OHiIng OUT WOrkK in /2 e Time 
T seems to be an ingrained American char- Now, however, the Bill Frequency Analyzer, 
acra- acteristic to constantly seek a better, more shown below, can do the work in %4 the time. 
‘rsity [cient way of turning out routine work. It can analyze as many as 200,000 bills in one 
‘ day. The final cost to the utility, too, is halved. 
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1ento fice boy who got mighty tired of writing Recording and Statistical Corporation service 
n his bels by hand. which can help give you an accurate picture 
| the of your consumers’ usage situation in a few 
ly 1m fMnother case in point is this modern machine days’ time? 
1 the @hich has been especially devised for public 
1940 tilities’ use. Up until a few years ago, the Send for FREE booklet 
vice, > of grouping consumers’ bills for usage “The One Step Method of Bill Analysis” tells 
pilot ta was very tedious. The routine consumed more about this accurate and economical 
e. ours of a clerical staff’s time, and it was method of compiling consumers’ usage data. 
ostly to management. Write today. 
411, 
f the 
the 
sby. * ° ae 
y Recording and Statistical 
zine * 
Corporation 
100 Sixth Avenue, New York 13, N. Y. 
Le 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Coming ww me next issue 


* 
“MARKET BREAK" IN UNDERPRICING UTILITY SHARES 


Underpricing is a matter of increasing concern to public utilities required 
to make new stock offerings from time to time. The element of ‘'under- 
pricing” has a great bearing on what the company will actually realize 
from its stock issue after the announcement of the financing affects the 
price of its security. There are also collateral factors which must be taken 
into account. John F. Childs, noted utility security analyst, has made a care- 
ful study in an original approach to this little understood financing phe- 
nomenon. 


GAS INDUSTRY CAMPAIGNS FOR SAFETY 


Need to conserve its man power has been urgently felt by the gas industry. 
The defense emergency has been followed by higher personnel turnover 
and shortages of trained men. The American Gas Association has, in late 
1950 and 1951, placed added stress on safety programs. The support of all 
gas industry personnel has been enlisted. AGA's accident prevention com- 
mittee has been doubling its efforts to set up new safety units to educate 
new employees who present the greatest problem. W. H. Adams, chair- 
man of AGA's accident prevention committee, tells the extent to which 
the safety campaign has been carried. 


THE FCC REFORMS ITSELF 


The Federal Communications Commission, living for years under threat of 
a congressionally imposed reorganization, inaugurated its own plan. The 
FCC was criticized for its organization along occupational lines (i. e., legal, 
engineering, accounting, etc., divisions) as opposed to functional organiza- 
tion (i. e., broadcast, common carrier, etc., divisions). Half of the commis- 
sion's reorganization has been completed—that of the common carrier, 
safety, and special radio services bureaus. (A broadcasting and field moni- 
toring bureau has yet to be formed.) Charles Koblentz, a former FCC em- 
ployee who conducted the studies upon which the reforms are based, tells 
the behind-the-scenes story, one of considerable interest to those who deal 
with the new common carrier bureau. 


* 


A | SO .... Special financial news, digests, and interpretations of court ond 
commission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Guardians 


SPRAGUE 


CAST IRON AND ALUMINUM CASE 


GAS METERS 
and 


REGULATORS 


For high, medium and low pres- 
sures in manufactured, natural 
and liquefied petroleum gases. 


e 
Gas Measurement Engineers have 
been acquainted with the accuracy, 
unequalled service and low maintenance cost of Sprague Meters and 
Regulators for over fifty years. For simplicity of design, rugged con- 
struction and quality of materials, Sprague products are unrivaled in 
their field. 


Modern methods demand that devices of this nature must be inter- 
changeable to keep maintenance costs low. 

The foresight of Sprague Engineers in the 

past, today makes the oldest Sprague 

models as efficient as the newest. 





SPRAGUE NO. 1A. METER 


The services of the Sprague Engineering 
Staff cre at your disposal. Data and prob- 
lems of gas measurement and control will 
be gladly furnished. Write for a complete 
set of cotalogs. SPRAGUE 1500 REGULATOR 


THE SPRAGUE METER COMPANY 


BRIDGEPORT 4, CONNECTICUT 


BRANCHES DAVENPORT, IOWA @ HOUSTON TEXAS 


LOS ANGELES CAL © SAN FRANCISCO, CAL 
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CBoubelle CCeoke 


“There never 


was in the world two opinions alike.” 


—MoNnTAIGNE 





GEORGE E. SHEA, Jr. 
Columnist, The Wall Sircet 


Journal. 


Cyrus S. CHING 
Former chairman, Wage 
Stabilization Board. 


Rees WILKINSON 
City councilman, Lincoln, 
Nebraska, 


RusseL_t Lone 
U. S. Senator from 
Louisiana. 


Ropert H. JACKSON 
Associate Justice, 
U. S. Supreme Court. 


Epwin G. Nourse 
Former chairman, 
President's Council of Economic 
Advisers. 


Jupson Kinc 
Director, National 
Popular Government League. 


SuMNER T. PIKE 
Member, Atomic Energy 
Commission, 


WittiAM E, JENNER 
U. S. Senator from Indiana. 
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“Today we do not have to build up from depression. 
We have to build only on good times.” 


* 


“When a freeze is issued, it lowers the temperature all 
around. In such a situation, it’s advisable to keep your 
shirt on.” 


* 


“If we are to prevent Socialism and Communism, we 
must require public business to meet the obligations of 
private business.” 


> 


“I don’t believe in grand government monopolies unless 
absolutely necessary and I haven’t found it so in the 
valley authority plan.” 


> 


“If there are other ways of gracefully and good- 
naturedly surrendering former views to a better con- 
sidered position, I invoke them all.” 


¥ 


“T suggest that prices have not gone into the deep-freeze 
locker, but just into the kitchen refrigerator—where the 
kids come in and open the door every time they want a 
snack.” 


* 


“Incidentally, you also might profitably begin thinking 
on how atomic energy is to be owned and controlled and 
save yourselves and your children the trouble and expense 
your forebears have had over contro] of electric energy.” 


¥ 


“Because of our natural endowment of large amounts 
of cheap coal, oil, and natural gas, and our continuous 
development and techniques of large-scale power produc- 
tion units, we have set a very difficult mark for any new 
source of power to meet.” 


> 


“At a time when the people of America face the great- 
est burden ever imposed upon a tax-paying public, we 
find the bureaucrats seeking to embark on another boon- © 
doggling expedition which will nullify every sacrifice ~ 
made by the people during this New Deal-Fair Deal 
created emergency.” 


12 
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LEFFEL Hydraulic Turbines 


EFFICIENT + DEPENDABLE + SINCE 1862 


nother Leffel Job Well Done... 













A view of the dam and powerhouse. 


The illustrations on this page show another instance where 
a Leffel turbine was specified for the expansion of existing 
hydraulic power facilities. For this installation a Leffel 
vertical propeller-type hydraulic turbine was used. Maximum 
rating 11,500 HP, under 67 ft. net head, speed 180 RPM. 


ae Se y- ye coverplate = From initial design through final assembly a Leffel turbine 
otha receives the best in skill and attention. No effort is spared 
a during production to provide the materials and workman- 
abn 
« seh 






ship necessary for long, trouble-free service. 


a Ts 
eta E | 
a, 


i 


: Why not contact us today about engineering your turbine 
ee? ™ installation or rehabilitation? Our 89 years of hydraulic 
= power experience are at your service. 








assembled turbine in the Leffel plant. 


THE JAMES LEFFEL & CO. 


DEPARTMENT Pe SPRINGFIELD, OHIO, U.S.A. 


Cast steel propelier-type runner, shown on the boring mill. 
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REMARKABLE REMARKS—( Continued) 


CHARLES E, WILSON 
Director, Office of Defense 
Mobilization. 


Rosert A, TAFT 
U. S. Senator from Ohio. 


Joun S. Wor.ey 
Professor, University of Michigan. 


FRANK WHITE 
Columnist 


T. Keira GLENNAN 
Member, U.S. Atomic Energy 


Commission. 


Joun W. BrIcKER 
U. S. Senator from Ohio. 


CLARENCE C. DILL 
Former U, S. Senator from 
Washington. 


Frirepa B. HENNOCK 
Member, Federal Communications 
Commission. 
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“All of us have to put the national interest ahead of 
personal interest. The question is not how much we are 
entitled to as individuals—the question is how much we 
can contribute as individuals.” 


- 


“Socialism and Communism are based . . . on the theory 
that only government will protect the interests of the 
different classes and that control of all activity must be 
concentrated in a great central government.” 


° 


“The many ways in which our country excels all other 
countries in our great railway, telegraph, telephone, and 
electric systems and our multitude of manufacturing in- 
dustries have been due to unrestricted development.” 


* 


“When a state accepts Federal money, there goes hand 
in hand with such subsidies controls and telling us how to 
run affairs. Furthermore, you can’t collect taxes, send the 


money to Washington, and get back as much as you send.” 
* 


“TI believe much of what is regarded as the American 
genius for building and producing things is the direct 
result of the political philosophy under which we live— 
a political philosophy that has given free rein to indi- 
vidual initiative, enterprise, and imagination.” 


* 


“Tn an all-out war it is possible, and perhaps necessary, 
to flout some of the iron laws of economics, but if we fail 
to keep the cost of a long-range preparedness program 
within our ability to pay we will lose our freedom through 
overwhelming debt and uncontrolled inflation without the 
Kremlin firing a single shot.” 


Sd 


“The reason development of the Columbia river has 
been so successful is that the government produced it 
without profit, PUD’s and municipal power groups dis- 
tributed power without profit, and private power com- 
panies had to lower their rates to meet competition. This 
gave the Northwest cheap power and made the develop- 
ment a complete success.” 


* 


“There is no question but that the television spectrum 
is one of our greatest natural resources and, as has been 
amply defined, is in the public domain. Is there any rea- 
son then why television channels should not be treated 
with the same regard and same consideration as has been 
given to numerous other of our limited natural resources? 
Certainly television is as important to the free exchange 
of ideas, public information, and the development of our 
cultural heritage as mining coal, the production of news- 
print, and drilling oil are to our economic and industrial 
growth.” 
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BOILERS to Meet YOUR Needs 


PRINGFIELD builds boilers in a wide 

variety of sizes and types to meet mod- 
ern utility plant needs. Springfield im 
stallations include outstanding high pres- 
sure, high temperature designs in large 
central stations as well as smaller units 
for outlying stations and standby service. 
Springfield service includes the design, 


fabrication, and erection of units complete 
with firing, draft, and control equipment 
—all taken under a “Single Responsi- 
bility” contract. We will be glad to submit 
proposals covering your requirements. 
Write to our main office in Springfield, or 
see your nearest Springfield representa- 
tive. Descriptive literature on request. 


other 
, and 
ig in- 
hand 
»w to 
d the 
end.” 
rican 
lirect 
ive— 
indi- 
sary, 
‘fail Be BENT TUBE BOILERS 
ram For maximum efficiency in minimum space! 
ugh Carefully balanced Springfield designs built to give 
t the extra values in performance and dependability. 
Water cooled furnace. Gas flow distributed uniformly © STRAIGHT TUBE BOILERS : 
across width of unit. Dry steam. Minimum superheat Big cuinun akin ah ptf te 
‘oti i "Built i % ; ‘ 
ata TASOD tee. on. sange. Cols Se ey cape High availability; less outage. Every quality feature 
has 7 re you want in a boiler. Specially designed for cap- 
d it acities to 450,000 Ibs. per hour and higher. Spring- 
+, field patented center water wall construction 
dis- available for large units. 
om- 
This 
lop- 
’ © TYPE M STANDARDIZED BOILERS 
Standardized for quicker delivery 
..lower cost. 12 sizes to choose from, ranging 
rum from 6,000 to 17,000 Ibs. per hour. Built 
like a“’BIG PLANT” boiler—for the smaller 
po plants! Water-cooled furnaces — all of 
rea- Springfield's finest quality features. 
ited 
een 


SUI SPRINGFIELD BOILER 


1960 E. Capitol Ave. Springfield, Illinois 


Worldwide Sales and Service 
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NOW AVAILABLE 





A Special Service Covering Federal 


EMERGENCY CONTROLS 
As They Afect UTILITY COMPANIES 


HE P.U.R. EmMercency ContROLs SERVICE is 

designed to provide subscribers with the full 
or pertinent text of all special regulations issued 
under the direction of the Defense Mobilization 
Administration and its various agencies, as they 
apply directly to the utilities—electric, gas, tele- 
phone, transit and pipe line companies. General 
regulations are reported with interpretive treatment, 
pointing out such portions as may pertain to the 

$10 a month, utilities. 


including— The purpose of this new Service is to furnish 


entesnt’ tei tioned subscribers with a complete, authentic compendium 
every two weeks, with supple- of applicable controls and regulations, in convenient, 
mental and interim releases, time-saving form, with periodical indexes—all per- 
mailed as required, to provide forated for filing in standard binders. This is not 
oa coverage. merely a prompt and well presented reportorial 
service, but one that also contains interpretive in- 

formation provided by our staff organization, based 

upon direct contact with the sources of administra- 

tive action. Utility officials, operating executives 

Mail Your Order and others will find the P.U.R. Emercency Con- 
TROLS SERVICE an invaluable aid during the present 

Today emergency period. 


P.U.R. EMERGENCY CONTROLS SERVICE 


PUBLIC UTILITIES REPORTS, INC.— Publishers 


309 Munsey Building © Washington 4, D. C. 
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Every businessman at some time or another faces a problem of how 
to handle a sudden job or emergency without adding to his organ- 
ization’s normal personnel. 

Here is experienced help when you need it... as you need it. On 
call for continuing or special programs or projects. 

Forty years of experience in the utility field has given us the 
background and know-how to assist you in many phases of your 
operations. 

For problems related to the introduction of natural gas, gas 
storage, and public relations problems accompanying the entrance 
of natural gas into your area, construction of new power plants or 
substations, metering, rates, audits, methods, financing, representa- 
tion before government agencies and industry committees, reports 
and studies — for help with all problems confronting busy executives 
— call Commonwealth. 


Check the ways in which Commonwealth can contribute to the efficiency and economy 
of your organization. Write for booklet describing the many services available to you. 
Address: Commonwealth Services Inc., Department E4, 20 Pine Street, New York 5, N.Y. 


INVESTIGATIONS © REPORTS * FINANCING © ACCOUNTING * SYSTEMS * TAXES © INSURANCE 


PENSIONS © RATES © DEPRECIATION * VALUATIONS * DESIGN AND CONSULTING ENGINEERING 
METERING © PURCHASING © INDUSTRIAL AND PUBLIC RELATIONS * MERCHANDISING * ADVERTISING 


H H 
omMMONWEALT ANDY OMMONWEALT"™ 
Rehvaee ] ssOClATES | 
& 


20 PINE STREET NEW YORK 5, N.Y. HANOVER 2-0170 


232 MICHIGAN AVE. W. JACKSON, MICH. 1025 CONNECTICUT AVE. N.W. WASHINGTON 6, 0.C. 
OAL 8123 STERLING 3363 


ABILITY*+ EXPERIENCE * RESOURCEFULNESS «+ RESULTS 
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.-. improved principle 
of boiler-furnace 
operation 

pioneered 

by B&W 





MAJOR COST-SAVING ADVANTAGES 


1 Eliminates ID fan—lowers demand charge. 
2 Prevents air infiltration—provides higher boiler efficiency. 


Simplifies draft control—permits quick, easy, effective ad- 
justment to optimum combustion conditions at all loads. 


Simplifies design — lowers initial cost of duct and stack 
arrangement. 





tacks will be shorter in 1951, as B&W 
Pressure-Furnace Boilers set the style in 
higher boiler efficiency and lower auxiliary 
power-demand. 

Acceptance of this most recent type of 
furnace construction followed rapidly upon 
its first successful applications to Stirling, 
Integral- Furnace, Radiant, and Open- Pass 
units. Comparison of advantages in conven- 
tional vs. pressure-casing designs inevitably 
leads to a choice of the latter for most operat- 
ing conditions. 

Asthe chart shows, orders have been received 
for an equivalent generating capacity of 
about three million kw, comprising 


installations of Integral-Furnace and Radiant 
Boilers ranging from 250,000 to 1,357,000 Ib. 


_ per hr. individual steam capacity. Fuels in- 


clude gas, oil, and both pulverized and cy- 
clone-fired coals, 

Helping America’s electric companies to 
keep power costs down is an 83-year tradition 
with B&W .. . currently evident in such pio- 
neering developments as Cyclone-Firing, Gas- 
Recirculation, and Natural Circulation at - 
pressures to 2500 psi. You'll want to learn the 
details of these significant features as they 
relate to your own company’s future require- 

ments. The Babcock & Wilcox Company, 
85 Liberty Street, New York 6, N. Y. 


BABCOCK 





(4 WiILcox | 
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Can You Be Confident ? 


F in conjunction with your next annual meeting— 

or at some contemplated special meeting—pro- 

posals other than routine are to be voted upon—to raise 
debt ceiling—authorize new securities—grant conversion 
privilege for convertible bonds, ete.—can you feel con- 
fident that your stockholders will support management’s 
recommendations with adequate votes of approval—on 


time? 


Such an important meeting frequently merits pro- 
vision of special handling—utilizing the services of our 
proxy soliciting organization as a form of insurance that 
the meeting will be successfully held on scheduled date. 


Our record of performance for the utility industry 
is outstanding. We invite your inquiry for additional 


information. 





National or Sectional Coverage 





® * 


DUDLEY F. KING 


Associates: 
JOHN H. C. TEMPLETON * CHARLES A. NICHOLLS + PHILIP H. CARPENTER * WARREN W. AYRES 


70 PINE STREET, NEW YORK &, NEW YORK 





BRASS SEAT 
GROUND JOINT 


ALL THREADS 
TAPERED 


of uniform 
compliance with the rigid 
requirements of the 


UNDERWRITERS’ 
LABORATORIES 





Listed by Underwriters’ Laboratories for use with all piping applications, 
including hazardous liquids, up to 250 Steam Pressure. 


@ targer sizes are all forged-steel; smaller sizes machined from solid 
bar steel. High: tensile strength —no sand holes. 


@ Compare Capitol Unions with any other union. Check workman- 
ship, dimensions, weight, eel Rebs perform any test within 
their pressure rating — then, compare prices. 


sider be eomvectens: supnitive ~'t> one cork 
the U.t. Seal. — 


MFG. & SUPPLY CO. 
COLUMBUS, OHIO 





-UNGS — NIPPLES —— UNIONS — _ RADIANT HEAT FITTINGS 
NACE COWS _ WELL SUPPLIES — STEEL PIPE FITTINGS 
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really make is time 


ee eee 


Little blocks, say 2’’ x 4’ x 8’’, don’t pile up very 
fast. 


We hang walls up in sizable panels. 


And that is an easy way to understand why 
Robertson’s real product is time. 


We make walls that are hung in place. We make 
them complete with insulation when the panels 
are delivered. We engineer them piece by piece 
in advance at the factory. We put expert crews on 
the job to place them. 


We make time, now, when time is the essence. 
We save days and weeks in finishing a building 
for use, because years have been put into the 


development of these unique skills. 


Quick is the word we practice. 


H. H. ROBERTSON CO., 


2424fermers Bank Building 
Pittsburgh 22, Penasylvenie 


Q-Panels are fabricated from Galbestos, al 
num, stainless steel, galvanized and black st 
in lengths up to 25’. 


Q-Panels, 3" in depth with 1%" of incomb 
ble insulation, have a thermal insulation val 
superior to that of a 12" dry masonry wall 
firred Fouee interior. A single Q-Panel with 
area of 50 sq. ft. can be erected in nine mio 
with a crew of only five men, and twen 
workmen have erected as much as an acre 0 
in three days. 


Q-Panel construction is quick, dry, cleaa, 
offers an interesting medium of architectut 
expression. 


PITTSBURGH, PA 


Offices in 50 Principal Cities 
World-Wide Buildiag Service 
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ONLY THE MODERN GASAPACK 
ELIMINATES OLD-FASHIONED GAS HEATER CONTROLS 








MODERN GASAPACK WAY 


NEW GASAPACK ELIMINATES 
67% OF CONTROL ASSEMBLY LABOR 
- +. CAN BE USED ON NATURAL, 
MANUFACTURED OR L-P GAS 


Yes, the GASAPACK revolutionizes all old-fashioned methods of 
heater control. No more assemblies of separate controls — A-cock, 
4 B-cock, regulator, filter, solenoid or diaphragm valve—with their 
Check These Advantages é nipples, reducers and other connections! 
@ Baten reamioter, axtomatis pilot cod Siner, safety a Instead, you have ONE simple, compact, efficient unit, with 


shut-off, and 3-position gas knob replace all ordinary ‘ . bh: : 
controls and provide compact, modern styling. Sileat 1 all essential controls “built-in,” and only one connection to make! 


operation, ie > . . . 
A-P’s modern design offers many other advantages. Service, if 
8 Thermostatic Temperature Control easily added with ed = rs a 
Electric Top or Mechanical Thermostat. Both types pro ever required, is reduced to simple replacement of one unit. And 
vide Multi-Stage Flame control, not mere on and off. g . . * 
: ‘ you can provide complete thermostatic temperature control, with 
100% Automatic, 100% Safe Lighting, 100% Fail & - 
Safe, 100% Shut-Off Safe ty. ps cimpliked ansombly, G two simple, easily installed sets that wil additional profit on every 


se © reduced inventory and production costs. AGA listed. heater sale! Write for Bulletin G-6 


clean, 
-chitectul - 
‘ DEPENDABLE Controls 


For Modern Gas Heating 


A-P CONTROLS CORPORATION 


(formerly orgeeesd Products Company) 
2470 N. 32nd Street Milwaukee 45, Wisconsi 
In Canada: A-P Controls casiitlin, ld., Cooksville, Ontario 
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We are available 24 hours a CONFIDENTIAL 
day, 7 days a week ... because SERVICE 
we know that our ultimate test SINCE 1920 
is achieving the highest stand- 
ards of quality within the limits 
of your deadline. 





KNOW-HOW :_4 


Our specialized service to utility companies is to provide outstanding financial and corporate 
printing in one unit . . . from design through printing, binding and mailing . . . always with a 
keen appreciation of the type of work that represents the character and integrity of the client. 











Prepare to pass power plant engineer 
license examinations this direct, easy way! 





HERE is a revised and enlarged Second Edition of a standard book 
that offers you in clear, practical form, much information to help 
you pass power plant engineer license examinations. Simple, yet com- 
plete in every detail, it thoroughly explains advanced rules of stationary 
engineering—outlines the approved and tested methods of operating 


power plant equipment—and carefully points out the re- 
sponsibilities of the operating engineer relative to safe 
practices and efficient operation of power plants. At the 
end of each chapter you are given valuable lists of questions 
typical of those in engineer license examinations . . . the 
answers to which are contained in the chapter material. 
Here in a single volume is a complete home-study course 
in power plant engineering. 


Guides you on all phases of power plant equipment 
construction, operation, and maintenance. 


a Resk Gowe pon how co conuel Ge combustion of fuels... 
to put lers in operation . . . properly inspect steam engines 
oo Ley Weleee Senses . . ene Sew Seles Sean Sates Sees 
problems without the use of advanced mathematics. standard 
practices to follow in manipulating os eee correctly, to recog- 
i — to take the necessary By ang 
before gerous, Cos! coment, Cp a ven. 
yourselt the practical valve of “this book, gh ~~ 
charge of power plants, large and small, will find the book a belpful 
iugnee ep groper precediave fer fpeieas peration and int. 
of all usual power plant equipment. 











Just Out 


STEAM PLANT 
OPERATION 


and HERBERT B. LAMMERS 


Chairman and Director of Engineering, Coal 
Committee for Smoke Abatement Instructor = 


Mathematics and Power Engineering, Ohio Mechanica 
Institute 


Second Edition, 543 pages, 6 x 9, 
264 illustrations, $7.00 
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Low boiler efficiency is a money 
hog. It can be stopped almost 
before it starts—with a Richard- 
son EE-39 Coal Scale. Here are 
some of the reasons the EE-39 
should be your first considera- 
tion. Compare them with any 
other scale BEFORE you buy. 


@ A 20” x 20” inlet opening, biggest of any coal 
scale assures positive coal flow—no “hanging-up.” 


@ Simple-to-operate by-pass mechanism, enabling coal 
to be re-routed to stoker or pulverizer. 


@ Pivoted leveling plate provides shallow, even coal flow, 
uniform “breakaway.” Eliminates power or belt strain 
when occasional lumps pass through. 


@ Warp and twist-free weigh beam of heavy, welded members, 
mounted on hardened steel knife edges. 


@ Pressure-tight access doors located to provide easy inspection 
of weighing chamber. 


—a complete line of accessories such as “Monorat 
discharge counter, remote by-pass contro 

3 BULLETINS AVAILABLE. Send fc 

EE-39, for d : 
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Announcing — 


The Publication of 


SUPPLEMENTAL VOLUME A 


to FEDERAL UTILITY REGULATION ANNOTATED, Volume { (SEC) 


This valuable two-volume record — 


$22 


Supplemental Volume A, which 
has just been published, together 
with Volume 1 (SEC), comprise 
a complete annotation of the Pub- 
lic Utility Holding Company Act, 
with the Securities and Exchange 
Commission’s rules and regula- 
tions. 


Supplemental Volume A summarizes the work 
of the Commission since the original volume 
was issued January 1, 1942. Selected for treat- 
ment in this work are the decisions which might 
be called leading cases and those which are illus- 
trative of Commission practices and recent 
trends. 


As Commission action has been accompanied 
by numerous proceedings before the courts, in 
which principles adopted by the Commission 
have been reviewed, these judicial activities are 
also covered. This two-volume set is an impor- 
tant addition to the libraries of utility executives, 
attorneys and others who desire to keep a record 
of practices and trends with respect to the Public 
Utility Holding Company Act. 


Mail Your Order Today To 


PUBLIC UTILITIES REPORTS, ING. — Pubiishers 


309 Munsey Building 7 Washington 4, D. C. 








Public Utilities Fortnightly 


Duquesne Light Company’s Phillips Power Station, South Heights, Pa. Breaker 
control battery is 60-cell FME-17 Exide-Manchex. Rack is Exide 37344, 2-step. 


- AT DUQUESNE LIGHT COMPANY’S Phillips Power Station 


breaker control battery is Exide -Wanchex 


Another great utility turns to dependable Exide- 
Manchex Batteries. In Duquesne Light’s modern 
Phillips Power Station, located on the Ohio River 
near Pittsburgh, positive switchgear operation is 
assured by a 60-cell FME-17 Exide-Manchex 
Battery. This battery controls switchgear of 
69 KV, 1200 Amp. breakers, and is set up for 
emergency duty on motor operated steam valves. 


This is just one of the many modern stations 
throughout the country where dependable per- 
formance is provided by Exide-Manchex Batter- 
ies. Consider these benefits from Exide-Manchex. 


POSITIVE OPERATION: Power is delivered at high 
or low rates, providing dependable performance 
at ample voltage with no switching failures. 


INSTANTANEOUS POWER, capab.e of discharging 
at high rates for switchgear operation and of pro- 
viding adequate reserve power for the dependable 
performance of all other control circuits and also 
emergency lighting. 


LOW OPERATING COST: Extremely low internal 
resistance. Power required to keep battery floated 
and fully charged ranges between 0.25% and 
1.0% of the 8-hour discharge. 

LOW MAINTENANCE AND REPAIR COSTS: Water 
required about twice a year. No change of chem- 
ical solution needed during life of battery. Repair 
costs negligible. 

UNUSUALLY LONG LIFE... due to sturdy con- 
struction; the famous manchester positive plate; 
a combination of specially treated wood and 
plastic separators; and other exclusive features. 


GREATER CAPACITY in a given amount of space 
avoids overcrowding of equipment. 

These are the features that help to make Exide- 
Manchex your best battery buy for all control and 
substation services. 


THE ELECTRIC STORAGE BATTERY CoO. 
Philadelphia 2 
Exide Batteries of Canada, Limited, Toronto 
* Exide”’ and ‘*Manchex" Reo. Trade-marks U. S. Pat. Og. 


—_ 1888... DEPENDABLE BATTERIES FOR 63 YEARS...1951 
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SERVING THE PUBLIC AND — 
INDUSTRY 24 HOURS A DAY 


COLUMBIA 
GAS 
SYSTEM 


The Manufacturers Light and Heat Company 
United Fuel Gas Company 

The Ohio Fuel Gas Company 

Atlantic Seaboard Corporation 

Amere Gas Utilities Company 

Virginia Gas Distribution Corporation 
Virginia Gas Transmission Corporation 

Big Marsh Oil Company 

Central Kentucky Natural Gas Company 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 
Eastern Pipe Line Company 
Home Gas Company 

The Keystone Gas Company, Inc. 
Natural Gas Company of West Virginia 
The Preston Oil Company 


, 
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how to plan 


rate structures that attract 


new capital 





| THE PROBLEM: 


a 


To provide adequate earnings in the face of 








@ increased operating expenses 


@ growing plant investments with higher new 
money costs 














- 


T1314 bi1-) Fee LET EBASCO HELP YOU 
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’ ° Appraisal . Budget . Business Studies - Consulting Engineering * Design & Construction . Financial . Industrial Relations » 
laspection & Expediting . insurance & Pensions . Purchasing . Rates & Pricing . Research . Sales & Marketing . Systems & Methods . Taxes - Tratfie 
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FACILITIES FOR THE SMALLEST OR THE LARGES 


The 225-acre Newport News plant includes plate steel and machine shops 
equipped with a complete variety of tools to fabricate items of water power equip- 
ment of any size. Contracts received by Newport News for hydraulic turbines with 
an aggregate rated output in excess of 7,000,000 horsepower have included units as 
high as 165,000 horsepower and as low as 500 horsepower. 


Supplementing the extensive facilities are the equally important experienced 
and skilled personnel at Newport News to design and build such equipment. 


Your inquiries for hydraulic turbines of any size will receive prompt attention. 
Write for illustrated booklet on water power equipment. 


NEWPORT NEWS 


SHIPBUILDING AND DRY DOCK CoO. 
NEWPORT NEWS, VIRGINIA 
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‘MERC OID 
CONTROLS 


ou can always count on 
their fine engineering 
to give very dependable 
service for along time. 





| 


They are built to last. 


THE MERCOID CORPORATION 
4201 BELMONT AVE. CHICAGO 41, ILL 
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Turbine-Generafor - Surface Condunecr 
Steam Jet » sage’ ¢ Electric Mofors - Oil a 7 
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HEADQUARTERS AND GENERAL OFF 
Th t JEANNETTE, P: 
Ww 
rw PAM™ : 
| oO DISTRICT OFFICES IN PRINCIPAL 


Approved service shops and distributors strategically located throughout the United § 





Plants at: JEANNETTE, PA. + RIDGWAY 
AMPERE, N. J. © SPRINGFIELD, O. + NEWARK 
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1 New England Gas Association begins annual mecting, Boston, Mass., 1951. 
4 Oklahoma Utilities Association begins annual convention, Tulsa, Okia., 1951. 





I American Water Works Association, Illinois Section, ends annual meeting, ry 
= Tll., 1951. 





q y tga ed Power Association will hold annual convention, Wenatchee, Wash., 
pr. 12-1 








@ APRIL +7 





9 Gas Appliance Manufacturers Association will hold annual meeting, Chicago, Iil., 
Apr. 16-18, 1951. 





§ AGA begins conference on industrial and commercial gas, Washington, D. C., 1951. 
¥ Edison Electric Institute begins annual sales conference, Chicago, Ill., 1951. 





§ toms Independent Telephone Association begins annual convention, Des Moines, Iowa, 








I Midwest Power Conference begins, Chicago, Ill., 1951. 
¥ Missouri Valley Electric Asso. begins engineering conference, Kansas City, Mo., 1951. 





7 es ae): te Works Association, New York Section, begins annual meeting, Albany, 





I New Joey Society of Professional Engineers begins meeting, Atlantic City, @ 
. J., 1951. 





1 a Telephone Association will hold annual convention, Peoria, Iill., Apr. 19, 20, 











{ Electrochemical Society begins meeting, Washington, D. C., 1951. 





b | GF4, ped Gas Section, begins midwest regional gas sales conference, Chicago, 





b | hm Electric Association begins young men’s utility conference, Indianapolis, Ind., 








1 Southeastern Electric Exchange begins annual conference, Boca Raton, Fla., 1951. 
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Communications Outpost 


Bell system relay station near Glastonbury, Connecticut 
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Meet the FCC 


The FCC is now one of the older full-powered Federal regu- 

latory agencies dealing with interstate public utility service. 

After nearly seventeen years of controversial existence it is 

today the recognized Federal umpire for the nation’s radio, 
telephone, television, and allied services. 


By HERBERT BRATTER* 


N February 2, 1950, Pustic 
Uriuities ForTNIGHTLY pub- 
lished an article by Salley Al- 

y by way of introduction to the Fed- 
Power Commission, its members, 
inctions, and operations.’ The pres- 
mt article is intended as a similar 
humbnail sketch of the Federal Com- 
ications Commission. It hardly 
teds to be pointed out that, in the 
mited space here available, nothing 
approaching an adequate appraisal of 


ors.” 
What Makes the FPC Tick?” Pustic 
U ies Fortnicntty, Vol. XLV, No. 3, 
page 142, February 2, 1950, 
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the FCC as a functioning institution 
is possible. A regulatory commission 
set up to bring order out of what oth- 
erwise would be the greatest chaos, 
the FCC by its very nature finds itself 
the center of numerous controversies 
in the field of broadcasting, whether 
they reflect issues between two or 
more individual stations or between 
powerful networks and other inter- 
ests. The latest big controversial is- 
sue to swirl about the FCC is that of 
color television. To delve into these 
controversies is not the purpose of this 
article. Rather it is intended to out- 
line the commission’s official duties, 
to present briefly the biographical 
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background of the commissioners, and 
to lightly touch upon the commission’s 
functioning, as seen by some ringside 
observers. 


Official Functions 


HE FCC is the Federal agency 
charged with regulating inter- 
state and foreign communication by 
means of electrical energy. Affecting 
about 750,000 licensees and permit- 
tees, the FCC’s major functions are: 
Allocating frequencies for all li- 
censed radio stations; licensing and 
regulating radio services and radio 
operators; regulating common car- 
riers engaged in interstate and for- 
eign communication by wire, cable, or 
radio; promoting safety through the 
use of radio on land, water, and in the 
air; encouraging more effective and 
widespread use of radio; and, as in 
the recent war, utilizing its regulatory 
powers over wire and radio com- 
munications to aid the military effort. 


The FCC’s main duties on the 
basis of man-hours spent, deal with 
broadcasting, both aural and visual. 

The Federal Communications Com- 
mission regulates interstate and for- 
eign communication by telephone and 
telegraph, whether by wire, cable, or 
radio. Communication which is pure- 
ly intrastate in character is not, in 
general, subject to commission juris- 
diction. In the language of the act, a 
telephone company is a “common car- 
rier” ; so is a telegraph company. This 
phrase, which would ordinarily sug- 
gest a railroad, or streetcar system, 
thus has a special meaning under the 
FCC law. It means “carriers” of in- 
telligence (communication by con- 
versation, written messages, etc.), for 
hire, by wire or wireless. 

Radio broadcast stations are not 
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“common carriers” under the Com- 
munications Act, because they do not 
charge the people who listen to the 
programs for the service. Also, the 
service goes out indiscriminately to 
the public at large. It is not a special- 
ly addressed, or controlled, “point-to- 
point” communication. In brief, a 


communications common carrier un- 
der the act is one whose service is 
open to public hire for private use. 
The others are simply broadcast pro- 
grams which anyone can receive. 


BBs Communications Act recog- 
nizes two types of carriers—car- 
riers subject to the provisions of the 
act, and “connecting carriers.” The 
latter do not operate facilities crossing 
state or national boundaries but en- 
gage in interstate or foreign com- 
munication solely through physical 
connection with other nonaffiliated 
carriers. They are exempted from 
certain provisions of the act which 
apply to fully subject carriers. 
Among the regulatory provisions of 
the act is the requirement that every 
subject common carrier furnish serv- 
ice at reasonable charges upon reason- 
able request. No carrier may con- 
struct or acquire interstate facilities 





THE FCC 


Member Politics 
Wayne Coy, Chair- Democrat 


man 
Paul A. Walker, Democrat 

Vice Chairman 
Rosel H. Hyde Republican 
Edward M. Webster Independent 
Robert F. Jones Republican 
George E. Sterling Republican 
Frieda B, Hennock Democrat 
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MEET THE FCC 


without commission approval. Like- 
wise, it cannot discontinue or curtail 
interstate service without commission 
approval. All charges, practices, clas- 
sifications, and regulations in connec- 
tion with interstate and foreign com- 
munication service must be just and 
reasonable and nondiscriminatory. To 
implement this requirement, the com- 
mon carriers concerned file tariff 
schedules with the commission, and 
those schedules are subject to review 
and regulation by the commission. 
These schedules are open to public in- 
spection in the carriers’ offices and at 
the commission’s Washington office. 

The commission regulates rates for 
interstate telephone and telegraph 
services, as well as rates for service 
between the United States and foreign 
points. At the same time, it reviews 
the adequacy and quality of these 
services. The Communications Act 
expressly protects the privacy of wire 
and radio messages (with the excep- 
tion of broadcast, amateur, and dis- 
tress communication) by prohibiting 
their reception and use by other than 
authorized parties. 


tb aid its regulation of rates and 
services, the commission is em- 
powered to prescribe the forms of rec- 
ords and accounts kept by the carriers. 
Under this authority, it has estab- 
lished uniform systems of accounts 
for them to follow. Commission reg- 


ulation in this respect includes, for 
example, the establishment and main- 
tenance of original cost accounting, 
continuing property records, pension 
cost records, and depreciation records. 

Carriers file monthly and annual re- 
ports with the commission, giving 
specified financial and operating in- 
formation, also copies of contracts 
with other carriers relating to traffic 
subject to the act. With certain ex- 
ceptions, these reports, contracts, ap- 
plications, and other records are open 
to inspection at public reference rooms 
maintained at the commission’s Wash- 
ington offices. 

The commission regulates the in- 
terlocking of officers and directors of 
carriers, it being unlawful tor any 
person to hold office in more than one 
carrier unless specifically authorized 
by the commission. The latter also 
passes upon applications of domestic 
telephone and telegraph carriers for 
authority to merge or consolidate. 

The commission licenses the opera- 
tion of common carrier radio stations 
under provisions of the act which re- 
quire the licensing of all radio trans- 
mitters. This is necessary because 
radio energy knows no state or na- 
tional boundaries and must be con- 
trolled among the users to prevent in- 
terference and waste of frequencies. 


, i ‘HE license privilege is extended 
by the act only to citizens of the 


e 


terstate and foreign communication by telephone and tele- 


q “THE Federal Communications Commission regulates in- 


graph, whether by wire, cable, or radio. Communication 


which is purely intrastate in character is not . . 


. subject 


to commission [FCC] jurisdiction.” 
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United States. It is denied to cor- 
porations in which any officer or di- 
rector is an alien or of which more 
than one-fifth of the capital stock is 
owned by aliens or foreign interests. 
The commission receives all appli- 
cations to land or operate submarine 
cable connecting the United States 
with other countries, and advises the 
President with respect to the granting 
of such licenses, after receiving the 
approval of the Secretary of State. 
The commission is charged with 
domestic administration of wire and 
radio communication provisions of 
treaties and international agreements 
to which the United States is a party. 
International communication is aided 
by close working relationships be- 
tween the United States and foreign 
countries. The International Tele- 
communications Conferences of 1947, 
in which 78 nations participated, mod- 
ernized existing treaties in this field. 


Organization 


HE commission functions as a 

unit, being responsible for all im- 
portant policy decisions and supervi- 
sion of the staff. From time to time 
committees are designated for special 
assignments. Performance of specified 
routine functions is delegated to indi- 
vidual commissioners, to the adminis- 
trative board consisting of heads of 
departments, and to department 
heads individually. 

Until recently the staff was organ- 
ized along professional lines. There 
were four departments: (1) account- 
ing, statistical, and tariff department, 
headed by a chief accountant; (2) en- 
gineering department, headed by a 
chief engineer; (3) law department, 
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headed by the general counsel; and 
(4) secretary’s office headed by the 
secretary of the commission. Starting 
last April the FCC has been putting 
into effect a reorganization plan along 
functional lines, conforming in gen- 
eral to recommendations made in the 
staff report of the Hoover Commis- 
sion on Organization of the Executive 
Branch of the Government. 


P April, 1950, the FCC created the 
common carrier bureau with four 
divisions : telephone, telegraph, inter- 
national, and statistics. This bureau 
unifies related legal, engineering, and 
accounting activities. It is charged 
with carrying out the common carrier 
regulatory program of the FCC. 
Among its duties are the initiation of 
rules and regulations, except as other- 
wise specifically provided; collabora- 
ticn with state regulatory commis- 
sions and with the National Associa- 
tion of Railroad and Utilities Com- 
missioners in the conduct of codpera- 
tive studies of regulatory matters; 
participation in international confer- 
ences involving common carrier mat- 
ters ; and the like. 

In April, 1950, the FCC also cre- 
ated the new offices of general counsel, 
chief accountant, and chief engineer to 
function as major staff units. Each 
has a specified list of duties. In July, 
1950, the commission established the 
safety and special radio services bu- 
reau, divided into five divisions. It is 
charged with unifying the regulation 
of practically all the nonbroadcast and 
certain nonexclusive common carrier 
radio services. 

At this writing plans are being per- 
fected to create two other bureaus in 
the FCC: a broadcast bureau and a 
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Practice before the FCC 


¢¢ AccorDING to some practitioners handling broadcasting cases 

before the FCC as much as 85 per cent of the hearing work 
could be eliminated with corresponding saving of time and expense for 
the applicants and the FCC both, if the commission would adopt some 
of the practices of the United States District Courts and other agencies.” 





field engineering and monitoring 
bureau. 

On June 30, 1950, the FCC had a 
personnel of 1,285, of whom 843 were 
in Washington and the rest in the 
field. For fiscal 1950 the FCC’s budget 
was $6,729,345. 


Chairman Wayne Coy 


A FORMER White House aide and 
assistant to Paul McNutt in vari- 
ous capacities, Wayne Coy has been 
chairman of the FCC since December, 
1947. Born in Indiana in November, 
1903, Coy started out as a newspaper 
reporter at the age of sixteen and, 
upon completion of his college course, 
became city editor of the Franklin, 
Indiana, Star. He continued in 
newspaper work until 1933, when he 
was made a secretary to Governor Mc- 
Nutt. Coy directed the governor’s 
Commission on Unemployment Relief 
and organized and directed the state’s 
first welfare department. 

In 1935 Mr. Coy joined the WPA 
as Indiana state and regional adminis- 
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trator. When McNutt went to the 
Philippines two years later as U. S. 
High Commissioner, he took Coy 
along as administrative assistant. In 
1939, back in the United States, Mc- 
Nutt became Administrator of the 
Federal Security Agency, where Coy 
became Assistant Administrator. In 
1941 Coy joined the White House 
staff as special assistant to the Presi- 
dent and White House liaison officer 
with the Office of Emergency Man- 
agement. In 1942 Cox was named As- 
sistant Director of the Budget, a post 
he held until retiring from the govern- 
ment service in early 1944 to become 
assistant to the publisher of The 
Washington Post. The same year the 
paper acquired the local radio broad- 
casting station WINX, whose opera- 
tions were placed under Coy’s direc- 
tion. With this introduction to radio, 
Coy served on the National Associa- 
tion of Broadcasters in various com- 
mittee positions, subsequently becom- 
ing an officer of the newly formed FM 
Broadcasters, Inc. 
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Mr. Coy married in 1927 and is the 
father of two sons. From 1934 to 
1940 he served in the Indiana Na- 
tional Guard; and, later, as a member 
of the Advisory Committee on Selec- 
tive Service. 


Commissioner Hennock 


HE only woman member of the 
FCC since its inception, Miss 
Frieda B. Hennock has been a success- 
ful New York lawyer and public offi- 
cial. Born in Poland of Polish par- 
entage forty-five years ago, Miss Hen- 
nock came to the United States when 
she was six. After attending public 
schools in New York city, she studied 
law at night at the Brooklyn Law 
School, working during the daytime 
to obtain legal experience. She was 
admitted to the New York bar in 1926 
as the city’s youngest woman lawyer. 
Miss Hennock early attracted at- 
tention by her handling of criminal 
and civil cases, eventually specializing 
in civil law. From 1935 to 1939 she 
served as assistant counsel to the New 
York State Mortgage Commission. 
By politics, she is a Democrat. 

Prior to her appointment to the 
FCC in July, 1948, madam commis- 
sioner was a partner in the New York 
law firm of Choate, Mitchell & Ely, 
the third oldest law firm in the 
country. 

Active in the New York bar, she 
is a member of the Women’s Bar As- 
sociation and the New York County 
Lawyers Association. In the latter. 
she served for several years on the law 
reform committee. Naturally, Miss 
Hennock is a strong advocate of more 
active participation of women in 
politics. 
MAR. 29, 1951 


Commissioner Hyde 


| om H. Hype was appointed to 
the FCC in April, 1946, as a Re. 
publican. Previously, since March, 
1945, he had been the FCC’s general 
counsel. A resident of Idaho, where 
he was born in 1900, Mr. Hyde 
studied in the West and at George 
Washington University in the nation’s 
capital. There he obtained his law de- 
gree in 1929. The previous year he 
was admitted to the bar of the Dis- 
trict of Columbia. 

Mr. Hyde began his government 
career in 1924 on the staff of the Civil 
Service Commission. In 1928 he 


transferred to the Federal Radio Com- 
mission, predecessor of the FCC. 
Since then he has held a long list of 
jobs in the organization, all of a legal 
nature. Naturally, this has given Com- 
missioner Hyde a profound knowl- 


edge of the evolution of FCC powers 
and policies. 

The Hydes live in the District of 
Columbia with their three sons and 
daughter. 


Commissioner Jones 


| -r FRANKLIN JONES came to 
the FCC from Congress, where 
he had represented the fourth Ohio 
district for eight and one-half years. 
He became a commissioner in July, 
1947, 

A lawyer, Mr. Jones was first elect- 
ed to the Congress at the age of thirty- 
one. Born at Cairo, Ohio, in 1907, 
the young Jones studied at local 
schools and worked his way through 
the Ohio Northern University Law 
School. There, incidentally, he was 
class orator. He earned his LLB in 
1929. Six years later Jones entered 
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public life as prosecuting attorney for 
Allen county. And it was his record 
in that job that brought about his 
nomination for Congress on the Re- 
publican ticket. 

In Congress Mr. Jones became 
familiar with administrative agencies 
and common carrier problems in his 
capacity as a member of the Appro- 
priations Committee. In Congress he 
was an outspoken champion of sim- 
plified public administration and gov- 
ernment economy. 

Mrs. Jones was a college classmate 
of the commissioner. They have a son 
and a daughter. Mr. Jones belongs to 
various fraternal orders. 

His hobby, if you ask him, is work. 
“That’s all I’ve ever known,” he says. 


Commissioner Sterling 


(= EpWARD STERLING, who 
joined the board as a Republican 
member in January, 1948, has a back- 
ground of a lifelong interest in radio. 
Prior to his elevation to commission- 
ership, Mr. Sterling was for nearly 
three decades on the staff of the FCC 
and predecessor agencies in the engi- 
neering and allied departments. 

Mr. Sterling hails from Maine, 
where in 1908 he set up an amateur 
radio station, obtaining in 1913 one 
of the first licenses issued to amateurs 
in that state. Excepting for Army 
service on the Mexican border in 1916 


e 


and subsequently with the AEF in 
France, Mr. Sterling’s identification 
with radio and broadcasting has been 
continuous since his days as an ama- 
teur. In fact, during his Army days 
he served as a radio instructor in 
France and helped organize and op- 
erate the first radio intelligence section 
of the Signal Corps in France. 

After that war Mr. Sterling served 
as radio operator and inspector in the 
merchant marine. He entered the 
Federal service as an inspector in the 
Commerce Department’s Bureau of 
Navigation in 1923, transferring in 
1927 to the Federal Radio Commis- 
sion and in 1934 to the FCC. There, 
until his appointment as a commis- 
sioner, Sterling was identified with the 
engineering department. He became 
chief engineer in 1947. 

Mr. Sterling is the author of The 
Radio Manual, a standard textbook. 
With his wife and two daughters, the 
fifty-six-year-old commissioner re- 
sides in near-by Maryland. He holds 
the Marconi Medal of Service, award- 
ed by the Veteran Wireless Opera- 
tors’ Association for outstanding 
service. 


Commissioner Walker 


Ro of Quaker stock in Pennsyl- 
vania in 1881, Paul Atlee Walk- 
er has been a resident of Oklahoma 
since 1905 and has long been very ac- 


the Communications Act, because they do not charge the 


q “Rapio broadcast stations are not ‘common carriers’ under 


people who listen to the programs for the service. . . . the 


service goes out indiscriminately to the public at large. It 
is not a specially addressed, or controlled, ‘point-to-point’ 
communication.” 
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tive in Oklahoma social and other 
groups. He is a lawyer with special 
experience in the public utilities field. 
In the FCC he has served as chairman 
of the telephone division, which, as a 
result of the important telephone in- 
vestigation, brought about material 
reductions in long-distance rates. 
Walker is today vice chairman of the 
FCC. 

Mr. Walker graduated from the 
University of Chicago in 1909. He 
got his law degree at the Oklahoma 
Law School in 1912. For six years he 
was in education work, first as prin- 
cipal of the Shawnee High School 
and then as instructor at the Univer- 
sity of Oklahoma. He first practiced 
law from 1912 to 1915 at Shawnee, 
during those years serving also as 
justice of the peace and as Democratic 
nominee for county judge in 1914. 
For more than fifteen years Walker 
was connected with the state corpora- 
tion commission as counsel and com- 
missioner. He was chairman of that 
commission from 1931 until he be- 
came an FCC commissioner. 

Among his earlier experiences was 
two years’ service as referee for the 
Oklahoma Supreme Court. In his ca- 
pacity as special counsel for the state 
corporation commission, Mr. Walker 
conducted important litigation before 
the commission itself, the ICC and the 
Federal courts. This had to do chief- 
ly with rate cases. Also he initiated 
many public utility investigations 
while with the corporation commis- 
sion, including natural gas, electric 
light and power, and telephone cases. 
For the commission he prepared the 
report on the Loan Star investigation, 
which was the basis for subsequent 
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rate reductions effected through the 
commission and the FPC. From 1919 
until 1934 Paul Walker was judge 
advocate general in the Oklahoma Na- E 
tional Guard. In 1945 he became a 
member of Oklahoma’s Hall of Fame. 

Mr. and Mrs. Walker have two 
sons and two daughters. 


Commissioner Webster 


E M. WEBsTER is another engineer 
¢ commissioner, who has been 
with the FCC since 1934—with the 
exception of wartime service with the 
Coast Guard—and who, like Commis- 
sioner Sterling, was promoted from 
the career service to his present post. 
Mr. Webster has one distinction not 
shared by his fellow commissioners on 
the FCC: He was born in Washing- 
ton, D. C. That event occurred on 
February 28, 1889. And he has an- 
other distinction: He is neither a Re- 
publican nor a Democrat, but an in- 
dependent. 

After attending public schools in 
the capital, Mr. Webster studied at 
the U. S. Coast Guard Academy, 
where he graduated in 1912. On and 
off, he spent more than thirty years 
in that service, where he became chief 
communications officer. In 1934 
Webster joined the engineering de- 
partment of the FCC, soon becoming 
assistant chief engineer. His work 
brought him into close touch with the 
engineering aspects of all phases of 
the commission’s work. Also, he was 
particularly concerned with the co- 
érdination of communications activi- 
ties within the Federal government 
and between this and other countries. 
Mr. Webster has aided the State De- 
partment in preparing for 21 interna- 
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Scope of FCC Jurisdiction 


66 HE Federal Communications Commission regulates interstate 
and foreign communication by telephone and telegraph, whether 

by wire, cable, or radio. Communication which is purely intrastate in 
character is not... subject to commission jurisdiction.” 





tional conferences in the field of com- 
munications, most of which he also 
attended. 

Mr. Webster served on the techni- 
cal committee created by the Senate 
in 1935 to report on the Morro Castle 
and Mohawk steamship disasters, the 
result of which was the adoption of 
radio provisions of the international 
convention for the safety of life at 
sea. 

Given leave in 1942 to return to 
active duty with the Coast Guard, Mr. 
Webster was put in charge of that 
agency’s communication system. He 
rose in rank from Captain to Com- 
modore and was awarded the Legion 
of Merit. Retiring in 1946, Webster 
served the National Federation of 
American Shipping as director of tele- 
communications until his appointment 
as FCC commissioner in 1947. He 
now concentrates on the furtherance 
of the use of radio in nonbroadcasting 
fields such as marine, aviation, police 
and fire department, oil exploration, 
railways, busses, taxis, etc. He is mar- 
tied and has two children. 
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Short Cuts Suggested 


aa to some practitioners 
handling broadcasting cases be- 
fore the FCC as much as 85 per cent 
of the hearing work could be elimi- 
nated with corresponding saving of 
time and expense for the applicants 
and the FCC both, if the commission 
would adopt some of the practices of 
the United States District Courts and 
other agencies. When the FCC holds 
a hearing on a broadcasting license 
application, its procedure is the same, 
whether the applicant is a brand-new 
one or is a previously licensed broad- 
caster seeking some change in the 
license. A lawyer with many years ex- 
perience in FCC practice observed to 
the writer : 


There is no good reason why an 
applicant who already has been passed 
upon by the FCC and who wants some 
change in his license should be re- 
quired to come back and prove all 
over again his legal, technical, fi- 
nancial, program, and other qualifica- 
tions. As it is, a licensed operator de- 
siring a second station, for instance, 
must go all over the boiler-plate pro- 
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cedure when, presumably, the FCC 
has been supervising his operations 
and knows all it needs to know about 
him. 

Again suppose all the engineers in 
a given case were to get together in 
advance of the hearing and agree on 
the facts of the case. Then a single 
engineer can take the stand during 
the hearings and testify that such and 
such are the agreed facts. This would 
immeasurably save time and money, 
and incidentally permit the FCC to re- 
duce its staff. Endless hours would be 
saved in having the facts agreed upon 
before the hearing. Instead, a series 
of engineers is now put on the stand 
and examined and cross-examined. 
FCC engineers are afraid to stipulate, 
lest the commission not uphold them. 
FCC lawyers also are afraid to stipu- 
late. The Bureau of Internal Revenue, 
in contrast, allows compromise and 
stipulation by its agents. 


For this situation the commission 
itself has the ultimate responsibility. 
It has the power to authorize its staff 
to stipulate facts. Perhaps the com- 
mission fears that such procedure 
would take away some of its own 
work. If so, the situation may be de- 
scribed as one of bureaucratic feather- 
bedding. 


The Voice of the Staff 


a any administrative commission 
in Washington, the FCC relies 
heavily on the work of its staff. Some 
practitioners before the FCC think 
that it relies too heavily on them. It 
is mentioned, for example, that after 
hearings before an examiner are con- 
cluded and the examiner’s report pre- 
pared, the FCC’s legal staff custom- 
arily prepares analyses and comments 
on the report for the benefit of the 
commissioners, such prepared analy- 
ses being of great influence on the 


commissioners before the holding of 
“oral argument.” In addition to the 
activities of the review department, 
members of FCC’s legal department 
participate in commission meetings. 
The staff, it is alleged, fights any 
weakening of its influence by sub- 
mitting secret memoranda not avail- 
able to the public having applications 
before the commission. Moreover, the 
legal department is regarded as hay- 
ing pretty complete control over the 
timing of FCC decisions, being in a 
position to hold up a case more or less 
indefinitely. Rule making is also re- 
garded by practicing lawyers as often 
delayed unduly, the proceedings some- 
times taking two years. The clear- 
channel issue, in fact, has been before 
the FCC for nearly two decades. 

As one lawyer sums it up: “The 
FCC could stand a thoroughgoing ad- 
ministrative change. They are now 
ninety to one hundred eighty days be- 
hind in their work, although the num- 
ber of cases has been dropping off. 
Red tape needs to be drastically cut. 
The staff claims it is overloaded, but 
it is the sole judge of whether this is 
true. What the truth is nobody but 
the staff knows. The Hoover Commis- 
sion was supposed to have gone into 
this subject, but in fact contacted only 
the FCC and staff, without consulting 
outsiders in a position to contribute 
knowledge.” 


NE of the above-mentioned criti- 
cisms of FCC procedures was set 
forth last year in hearings before the 
House Committee on Interstate and 
Foreign Commerce by Arthur W. 
Scharfeld, a member of the Fed- 
eral Communications Bar Association. 
Testifying on two pending bills as the 
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authorized spokesman of the associa- 
tion, Mr. Scharfeld stated in part: 


Section 5—which provides for a 
functional reorganization of the com- 
mission staff, embracing the essential 
viewpoint of administrative practice 
that personnel engaged in investiga- 
tion and prosecution shall not consult 
or advise with those who preside at 
hearings unless all parties participate, 
and that those who decide cases after 
hearing, whether an examiner or a 
commissioner, shall act only upon the 
record and evidence available equally 
to all participants without reliance on 
any ex parte representations either 
from the agency staff or outside 
parties. The language of this section is 
intended to serve as a restriction not 
only on examiners and other hearing 
officers but upon commission members 
as well, once the matter has reached 
the stage of a judicial or quasi judicial 
proceeding. In this way it is felt that 
the views of each individual commis- 
sioner will be more realistically his 
own views, rather than reflecting 
those of personnel not having responsi- 
bility for rendering the decision, and 
thus the agency’s final decision will 
reflect the composite view of the com- 
mission membership after discussion 
of individual views, rather than the 
view arrived at as a result of prior 
identical staff analyses and reports 
made to each commissioner. 


Disagreement at the Top 


— the last Congress the Sen- 
ate approved a bill of Senator 
McFarland’s (S 1973) which, inter 
alia, would have effected the changes 
referred to by the Federal Communi- 
cations Bar Association. It is said 
that the majority of the FCC, com- 
missioners and staff, worked to defeat 
the Senate bill when it reached the 
House, advocating instead a new bill, 
introduced by Congressman George 
C. Sadowski. On February 21, 1950, 
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Chairman Coy, by direction of the 
commission, sent Congressman Sa- 
dowski a letter 20 single-spaced pages 
long. This letter reveals the sharp 
cleavage between Commissioner Jones 
and the majority of the commission 
on the above-mentioned point. Anyone 
interested in the subject would do well 
to obtain from the FCC the Coy letter, 
as well as the comments made thereon 
by Commissioner Jones. The whole 
correspondence is available by request- 
ing mimeo FCC 50-239-46646. Nat- 
urally, it is not possible to reproduce 
it here. A few short quotations will 
suggest the climate of the controversy. 


Re the commission’s letter to Mr. 
Sadowski: 


It cannot be seriously contended 
that members of the staff having no 
function of advocacy in contested pro- 
ceedings would be inclined to color 
their recommendations or advice or 
that they would necessarily be pre- 
disposed to an unobjective approach 
to the problems of public interest 
which concern the commission. It 
must be assumed, that the evil which 
it is believed might ensue from per- 
mitting the commission access to such 
personnel is that the commissioners 
cannot be trusted to make their own 
independent judgment on the matters 
concerning which they would receive 
advice and assistance. The assertion 
of such an evil, either in respect to an 
existing or potential situation, is a 
canard upon both the members of the 
commission and its staff which has no 
basis in fact. The assertion, in effect, 
is that the present and future members 
of the commission are incapable of 
carrying out their oaths of office and 
of fairly administering the duties as- 
signed to them. In protesting against 
a proposal in which such an assertion 
is implicit, we are refusing to concede 
that our judgments would be any less 
the product of our own thinking and 
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conscience merely because we would 
receive the expert advice and assist- 
ance of individuals employed by us. 
In the light of the position taken by 
Commissioner Jones in the statement 
and supplemental statement of his 
views, we believe this point needs 
more emphasis. To the extent that 
those views suggest that staff mem- 
bers who have had no connection with 
the investigative or prosecutory as- 
pects of adjudicatory proceedings may 
be able to influence the commission by 
means of colored or biased views, we 
believe that they do not present a fair 
picture of the manner in which the 
commission exercises its function of 
making decisions. The commission 
does not feel that legislation should be 
passed which would prohibit members 
of the commission from discussing 
matters at issue in adjudicatory pro- 
ceedings with members of its staff who 
are not engaged in the investigative 
or prosecutory functions of the com- 
mission. 


Ae from Commissioner Jones’ 
comment on the majority’s letter : 


Where I separate from the majority 
is in my feeling that the staff, whether 
it be the functional staff or the non- 
functional staff, should present recom- 
mendations in open court so that the 
adversary parties, whose economic 
stake in the proceedings is of the 
highest order, may have an oppor- 
tunity to answer contentions made by 
any part of the staff. There is no 
reason why all expert advice cannot 
be given in open court. There is no 
reason why some should refuse to 
present their views in open court. But 
having presented their views in open 
court, they cannot then appropriately 
join in the decisional process. 

There is another aspect of staff 
participation in the decisional process 
which should not be overlooked. The 
commission operates almost exclu- 


sively by what some term “completed 
staff action.” The staff, before it comes 
to the commission for instruction, per- 
forms all the functions of the com- 
missioners themselves. It weighs the 
evidence, decides which witnesses to 
believe, evaluates the relative impor- 
tance of the issues or the substance of 
the issues. This all culminates in writ- 
ten or oral recommendations which 
the commission as a whole or indi- 
vidual commissioners may accept or 
reject. 


te state the problem in another 
way, according to Commissioner 
Jones, there is a tendency to delegate 
more and more of the commission’s 
discretionary work to the staff so that 
in the end the discretion éxercised by 
the commission is more of form than 
of substance. This situation must be 
viewed in the background of the fact 
that the area of the commission’s dj:- 
cretion is limited almost exclusively 
by a number of precedents—many of 
which reach diametrically opposite re- 
sults on seemingly parallel facts. By 
operating with staff comments or 
recommendations, the commission is 
subjected to precedents that the staff 
is emphasizing at the moment of the 
decision rather than those precedents 
cited at a time when other counsel in 
a case would have an opportunity to 
move, plead, or argue. Commission 
decisions are supposed to be the per- 
sonal decisions of the commissioners, 
based upon the record and arguments 
publicly made and pleadings or mo- 
tions publicly filed. Otherwise, says 
Jones, the United States Senate is not 
confirming enough employees of the 
commission. 
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Twelve Years under the 
Natural Gas Act 


PART II 


This author, a former examiner with the Federal Power Com- 
mission and well-known legal consultant and writer on natural 


gas regulation, is obviously well suited to give us his opinions as 
well as a contemporaneous analysis of background, progress, 


and outlook for Federal regulation of the gas industry under 
this important statute. 


By SAMUEL H. CROSBY 


ural Gas Act became law, com- 

plaints began to pour in from 
state commissions and city govern- 
ments seeking rate reductions. In 
each case the FPC started an in- 
vestigation and if the facts seemed 
to justify the complaint, issued a 
“show-cause” order to the pipeline 
company. This procedure the com- 
mission found to be expeditious and 
has consistently followed it. 

One of the early cases and the first 
one to receive full judicial review was 
the complaint of the Illinois Com- 
merce Commission against the Nat- 
ural Gas Pipeline Company. Upon 
receipt of this complaint a careful in- 
vestigation was made by the commis- 
sion’s staff and an order served requir- 


en immediately after the Nat- 
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ing the company to “show cause” why 
its charges for natural gas, sold to IIli- 
nois distributing companies, should 
not be reduced as excessive. The com- 
pany was given reasonable time to pre- 
pare its case and responded to the 
order. 

The commission had carefully 
planned its strategies in an endeavor 
to establish a pattern of procedure 
which would expedite the notoriously 
slow formal processes in rate cases. In 
response to the show-cause order the 
company presented evidence of the 
“fair value” of its properties used and 
useful in the public service, and 
claimed an additional sum for “going 
concern value.” Its receipts, expenses, 
and earnings were fully shown. The 
commission presented evidence on “a 
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fair rate of return,” in that economic 
period. 


AN this stage of the proceedings, the 
Illinois commission, joined by 
FPC counsel, moved for an interim 
order, based upon the company’s own 
evidence, requiring immediate reduc- 
tion of rates pending further proceed- 
ings. 

The examiner recessed the hearing 
and referred the motion to the com- 
mission where it was granted and an 
“interim order” issued requiring the 
company, effective immediately, to re- 
duce its annual charges by $3,750,000. 

For the purposes of this interim 
order the commission accepted. the 
company’s “fair value” figures for a 
rate base, but refused to include any 
sum for “going concern value.” The 
circuit court of appeals stayed the 
commission’s order and in due course 
the Supreme Court considered the 
record. 

When the case reached the Supreme 
Court, commission counsel argued 
that in further proceedings it should 
have the Court’s approval to substi- 
tute for “fair value” the company’s 
“net investment” in its utility plant.’ 
The commission was sustained on all 
points and its rate-making authority 
defined and established in these words : 


The Constitution does not bind 
rate-making bodies to the service of 
any single formula or combination of 
formulas. Agencies to whom this 
legislative power has been delegated 
are free, within the ambit of their 
statutory authority, to make the prag- 
matic adjustments which may be 
called for by particular circumstances. 


1 Federal Power Commission v. Natural 
Gas Pipeline Co. of America (1942) 315 US 
575, 42 PUR NS 129, 138. 


MAR. 29, 1951 


Thereupon the commission con- 
cluded its proceedings in the case, and 
substituting a “net investment” rate 
base for “fair value” increased its 
rate reduction order from $3,750,000 
to $6,605,000 annually. Thus in Fed- 
eral regulation the legal doctrine of 
Smyth v. Ames, followed in principle 
since 1898, was abrogated for the 
“prudent investment” formula. 


A= important area of contro- 
versy under the Natural Gas Act 
has involved the production and 
gathering of natural gas, and the judi- 
cial interpretation of the first section 
of the act. The issues here were of 
particular importance to pipeline com- 
panies which owned or controlled pro- 
duction properties. 

The act seems clearly to exclude 
from FPC jurisdiction “the produc- 
tion and gathering” of natural gas and 
for a time the commission took that 
view.” It nevertheless concluded that 
in the case of pipeline companies 
otherwise subject to the commission's 
jurisdiction, it has the right and the 
duty to treat their production prop- 
erties and operations as utility prop- 
erties and functions. 

The commission reasoned that Con- 
gress intended that it should not regu- 
late the activities of production and 
gathering, such as spacing of wells and 
essential mechanical operations. Fur- 
thermore, each unit or stream of gas 
entering interstate pipelines flows 
without interruption across state lines 
from the wellhead to the burner tip 
and in the stream of interstate com- 
merce all the way. 

This litigious problem in due course 


2 Re Columbian Fuel Corp. (1940) 2 FPC 
200, 35 PUR NS 3. 


412 





reat 
corr 
Ag 
und 
fac 
una 


- f70 3S OC of, 


i ee ee ae eee ee ee ee eee eee eee 


TWELVE YEARS UNDER THE NATURAL GAS ACT 


reached the Supreme Court and the 
commission was sustained 5 to 4. 
Again the same issue was presented, 
under a somewhat different set of 
facts, and settled unequivocally by a 
unanimous Court which declared 


. The gas moved by petitioner to 
the points of sale consisted of gas pro- 
duced from petitioner’s wells com- 
mingled with that produced and 
gathered by other companies and in- 
troduced into petitioner’s pipeline sys- 
tem during the course of the move- 
ment. By the time the sales are con- 
summated, nothing further in the 
gathering process remains to be done. 
We have held that these sales are in 
interstate commerce. It cannot be 
doubted that their regulation is pre- 
dominately a matter of national, as 
contrasted to local, concern. All the 
gas sold in these transactions is 
destined for consumption in states 
other than Louisiana. Unreasonable 
charges exacted at this stage of the 
interstate movement become perpetu- 
ated in large part in fixed items of 
costs which must be covered by rates 
charged subsequent purchasers of the 
gas including the ultimate consumer. 
It was to avoid such situations that the 
Natural Gas Act was passed. 


HIs decision seems to be an un- 
mistakable mandate from the 
Supreme Court, requiring the commis- 


8 Interstate Nat. Gas Co. v. Federal Power 
Commission (1947) 331 US 682, 69 PUR NS 
LZ. 


€ 


sion to police prices paid for gas by 
the regulated natural gas pipelines 
and, whenever it finds prices excessive, 
to “fully occupy” the field of regula- 
tion by corrective action. The com- 
mission disclaimed any intention of 
undertaking such a stupendous proj- 
ect, but individuals in the commission 
group agreed that the decision prob- 
ably had given them more power than 
they asked for. 

Quite in a dither the gas industry 
(with the codperation of the oil indus- 
try) appealed to Congress for passage 
of the ill-fated Rizley-Moore Bill. The 
drive was renewed last year with the 
watered down Kerr-Harris Bill which 
Congress accepted but the President 
did not. 

Just recently new participants have 
entered the controversy seeking to pro- 
tect “state rights” and local interests. 
The largest single source of dry gas 
production in the United States, 
known as the Panhandle-Hugoton gas 
field, extends, with one single narrow 
gap, from north Texas, across Okla- 
homa and some sixty miles into Kan- 
sas with a width as great as forty 
miles. 

In this area, beginning in the 
nineteen twenties, several pioneer 
pipeline companies acquired by lease 
and outright purchase vast holdings of 
land which will be highly productive 


law, complaints began to pour in from state commissions 


q “Atmost immediately after the Natural Gas Act became 


and city governments seeking rate reductions. In each case 
the FPC started an investigation and if the facts 
seemed to justify the complaint, issued a ‘show-cause’ order 
to the pipeline company. This procedure the commission 
found to be expeditious and has consistently followed tt.” 
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for many years to come. It has been 
the policy of these companies to pro- 
duce from their lands in this area a 
varying percentage of their pipeline 
supply, and to purchase the balance 
from others in the area. 


= pipeline companies have 
faced rate investigations and the 
FPC, with high Court approval, has 
usually allowed the company consider- 
ably lower prices for its own produc- 
tion than the unit price it has paid to 
other producers for the same quality 
gas. The idea is to allow actual cost of 
the gas without regard to its com- 
modity value or prevailing well-head 
prices. Many of the gas properties, ac- 
quired twenty or more years ago, 
could be sold for at least several times 
their cost, but in fixing the proprietary 
value as an element of price of gas, 
only original cost is considered. 

Partly as a result of competitive 
production the price of gas in this 
great area has been ridiculously low. 
Furthermore until recent years there 
were few pipeline buyers for indi- 
vidual owners and independent pro- 
ducers. 

In the Southwest different condi- 
tions obtain, few companies engaging 
in their own production. There are 
also more buyers, not only for pipe- 
lines but also for local markets. The 
prices paid for gas in that general area 
have, therefore, steadily advanced in 
response to the rapidly expanding 
market requirements in the North and 
East. Producers have begun to de- 
mand prices somewhat related to the 
value of the fuel in the competitive 
market to be served, with proper al- 
lowance for the cost and regulated 
profit of the pipeline carrier. 
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HE states of Oklahoma and Kan- 

sas for years have uneasily 
watched the depletion and waste of 
their greatest exhaustible resource— 
natural gas—which is being steadily 
drawn from the reservoirs and usually 
yielding the independent producer as 
little as three and seldom more than 
five cents per thousand cubic feet. 
Finally the Oklahoma Corporation 
Commission, acting under a conserva- 
tion statute, held formal hearings upon 
a producer’s complaint and adopted 
findings including the following: 


There is no competitive market of 
natural gas in the Guymon-Hugoton 
Oklahoma oil field, but said market 
has been stifled by reason of the con- 
trol of acreage and markets by the 
pipeline operators in said field, and as 
a result, natural gas is being taken out 
of the Guymon-Hugoton Oklahoma 
gas field at a price far less than its 
actual, or fair market value, and at a 
price which is far less than the value 
of natural gas for heating and other 
purposes as compared to the value of 
other fuels. 

* * * ca 


The taking of natural gas from the 
Guymon-Hugoton Oklahoma field at 
prices and under terms and measure- 
ment now prevalent in said field re- 
sults in and causes: 

(a) Economic waste of a great nat- 

ural resource, to wit: natural 


gas; 

(b) Actual physical waste of nat- 
ural gas; 

(c) Loss to the royalty owners in 


said field; 

Loss to the state of Oklahoma 
in revenues in the form of gross 
production taxes. (The state 
school land commission owns 
about 50,000 acres in proved 
territory) ; 

Inequitable taking of natural 
gas from the common source 
of supply involved ; 


(d) 
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FPC and Emergency Controls 


wad erga i informed, and even-handed decisions must be made, 
to subordinate any mad scramble for priorities on scarce materials 
to the over-all necessities and genuine public interest. With due allow- 
ance for errors of judgment always unavoidable under extraordinary 
conditions, the Federal Power Commission, and its staff, within the area 
of its jurisdiction, is the particular branch of our government upon 
whose judgment emergency management should principally rely in the 
exercise of its extraordinary powers.” 





(f£) Discrimination against various 
producers in the field. 


Upon these findings the commis- 
sion ordered : 


That no natural gas shal] be taken out 
of the producing structure or forma- 
tions in the Guymon-Hugoton field in 
Texas county, Oklahoma, at a price, at 
the wellhead, of less than 7 cents per 
thousand cubic feet of natural gas 
measured at a pressure of 14.65 psia. 


The Oklahoma Supreme Court sus- 
tained the commission.* 


Bp sa appeal to the United States 
Supreme Court (decided Decem- 
ber 11, 1950) Mr. Justice Clark speak- 
ing for the Court held :* 


4 Cities Service Co. v. Peerless Oil & Gas 
Co. (1950) 85 PUR NS 412, 220 P2d 279. 

5 Cities Service Gas Co. v. Peerless Oil & 
Gas Co. (1950) 87 PUR NS —, 71 S Ct 215. 
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. . . It is now undeniable that a state 
may adopt reasonable regulations to 
prevent economic and physical waste 
of natural gas. This Court has upheld 
numerous kinds of state legislation de- 
signed to curb waste of natural re- 
sources and to protect the correlative 
rights of owners through ratable tak- 
ing . . . or to protect the economy 
of the state. . . . These ends have been 
held to justify control over produc- 
tion even though the uses to which 
property may profitably be put are 
restricted. ... 

Like any other regulation, a price- 
fixing order is lawful if substantially 
related to a legitimate end sought to be 
attained. . . . In the proceedings be- 
fore the commission in this case, there 
was ample evidence to sustain its find- 
ing that existing low field prices were 
“resulting in economic waste and con- 
ducive to physical waste.” That is a 
sufficient basis for the orders issued. 
It is no concern of ours that other 
regulatory devices might be more ap- 
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propriate, or that less extensive mea- 
sures might suffice. Such matters are 
the province of the legislature and the 
commission. 

Appellant does not contend that the 
orders conflict with the Federal 
authority asserted by the Natural Gas 
Act. ... The Federal Power Commis- 
sion has not participated in these pro- 
ceedings. Whether the Gas Act 
authorizes the Power Commission to 
set field prices on sales by indepen- 
dent producers, or leaves that func- 
tion to the states, is not before this 
Court. 


HE state of Kansas has also estab- 

lished an 8-cent minimum well- 
head price for all gas from more than 
two thousand producing wells in its 
huge (2,250,000 acre) proved Hugo- 
ton field. 

The Kansas Supreme Court (on 
October 9, 1950) sustained the 
actions taken by its regulatory com- 
mission and although the proceedings 
are somewhat dissimilar it would seem 
that the basic issues in the Kansas case 
are well settled by the U. S. Supreme 
Court in the decision which we have 
quoted above. 

Undoubtedly there will now be 
speculation concerning the effect of 
these developments upon future regu- 
latory policies of the Federal Power 
Commission. Perhaps other state 
commissions will consider the advis- 
ability of action parallel with Okla- 
homa and Kansas. In some few areas 
—obviously in the Panhandle field of 
Texas and perhaps others—the pro- 
ducing formations may suggest the at- 
tempt. 

As matters stand at the moment 
it may be FPC will tacitly wel- 
come this partial solution of one of its 
annoying problems. 
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Today and Tomorrow 


N° useful purpose would be served 
by discussion here of other ad- 
ministrative problems confronting the 
commission, some of which have been 
hydra-headed nuisances. New issues 
will continue constantly to arise. The 
great merit in the scheme of special- 
ized administrative boards is, of 
course, their superior expertise and 
ready availability to provide authori- 
tative guidance promptly when need- 
ed. 

This is obviously of the utmost 
value and importance when national 
emergencies arise. 

How now will scarce steel pipe and 
compressors be allocated? Most ma- 
jor transmission systems already are 
awaiting materials for authorized ad- 
ditions. Every new project not already 
under construction was on the waiting 
list facing indefinite delays even be- 
fore the nation’s tremendous rearma- 
ment program was authorized. In 
spite of the rapid development of great 
transmission systems since 1945 their 
capacity falls far short of demand in 
every industrial area. 

Farsighted, informed, and even- 
handed decisions must be made, to 
subordinate any mad scramble for 
priorities on scarce materials to the 
over-all necessities and genuine public 
interest. With due allowance for 
errors of judgment always unavoid- 
able under extraordinary conditions, 
the Federal Power Commission, and 
its staff, within the area of its juris- 
diction, is the particular branch of our 
government upon whose judgment 
emergency management should prin- 
cipally rely in the exercise of its extra- 
ordinary powers. 
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lyre the natural gas industry 
is classed as a regulated monop- 
oly, many of its component units have 
intensively competitive relationships, 
not only at the market terminals but 
sometimes back down the line. In- 
dustry views and recommendations 
might not be always unbiased. 

The New York city area is 
especially fortunate (and the Trans- 
continental Company as well) that the 
quarter-billion dollar plant, which will 
add so much to its domestic comfort 
and commercial efficiency, has been 
completed and is in full operation be- 
fore conditions change. It took some 
20,000 carloads of steel and many 
thousand “man years” of labor to 
complete that 1,840-mile gas pipeline 
—the longest single line in the world. 
The next 20,000 will be divided 
among many applicants. 

Partisan complaints of FPC policies 
have seldom if ever charged the com- 
mission with favoritism or discrimi- 
nation. Administrative practices of 


which the regulated industry com- 
plains are in the rule book, applicable 
to all alike. These policies have been 
fully sustained by the highest Court 
of our land. 

An objective appraisal of the ad- 
ministrative performance of the Fed- 
eral Power Commission and its staff 
strongly supports these conclusions : 

1. The commission rates at or near 
the top of our ten administrative 
agencies and favorably demonstrates 
the advantages claimed for such 
bodies in representative government. 

2. The collective judgments of a 
rotative board tend to adjust public 
policies to the public interest. The 
zealous advocacy of conflicting regu- 
latory theories both publicly and in 
executive session is an aid to this end. 

3. The public interest is well served 
in the case of FPC by the diligence 
and competency of its staff, carefully 
recruited and trained from year to 
year to perform exacting duties with 
a high degree of efficiency. 





Progress of Controls 


“ 


. The history of controls during the late war indicates 


that, whatever their part in winning the war, one control in- 
evitably led to another. The experience of the war also showed 
that, given the power to do almost anything, the authorities did 
a great many things which had little to do with the emergency. 
. . . When controls are invoked for no better purpose than to 
‘bring the war home to the civilians,’ the limit of bureaucratic 
impertinence is at hand... . 

“This time we may hope that controls will be used more 
sparingly, although the first crack out of the box was none too 
promising. - 
_ Even with the best men that can be had at the top, 
the apostles of permanent planning, bureaucratic interference, 
and for-God’ ee usually manage to creep 
stealthily into the works. . 

—EpIToRIAL STATEMENT, 
The Saturday Evening Post. 
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Transit Strengthens for an 
Uncertain Future 


A commentary by an experienced urban transit 

official on the recently announced 5-part transporta- 

tion policy urged by the Chamber of Commerce of 
the United States. 


By POWELL C. GRONER* 
PRESIDENT, KANSAS CITY PUBLIC SERVICE 
COMPANY 


that we are facing an uncertain 
future. And if we are at all sensi- 
ble, we will work actively and un- 
ceasingly to develop a stronger trans- 


I we are at all realistic, we know 


portation system to meet that 
uncertain future. 

It is no exaggeration to say that this 
nation is only as strong—and no 
stronger—as its transportation facili- 
ties. A breakdown of those facilities 
will mean a breakdown of our national 
economy—both defense and civilian. 

Business in this modern world, 
whether of peace or war, is highly 
volatile and thus utterly dependent 
upon movement. Dam up the arteries 
of movement—our transportation fa- 

7 ab o 
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cilities—and we as a nation will soon 
be reduced to impotency—just as we 
as individuals are through when our 
arteries cease to function. 

We do not have to surmise that— 
archives found in the war offices of 
Berlin, Rome, and Tokyo officially ad- 
mit it. Their armies effectively held 
out as long as they kept mobile and 
supplied. When immobilization set in, 
because of a breakdown of their trans- 
portation facilities — and adequate 
supplies could not be obtained for the 
same reason—their ability and will to 
fight ceased to exist. 

We owe to our railroad and other 
transportation managements a great 
debt of gratitude for their services in 
World War II. When given a fairly 
free hand in that war—as compared 
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with the grisly experience of bureau- 
cratic domination in World War I— 
they showed the stuff of which they 
were made; also, as to what can be 
accomplished under the American free 
enterprise system. 

Thus, I hope that in these days of 
stress Our governments — national, 
state, and local—will recognize that 
transportation is a highly intricate 
and delicately adjusted mechanism re- 
quiring expert handling; and that 
their province will be to aid the man- 
agements to do their jobs but not to 
tinker with or attempt to operate the 
machinery. 


T is the policy of the Chamber of 
Commerce of the United States to 
attempt again to bring about, and to 
accentuate, that type of codperation. 
We feel sure that it will meet a kindly 
reception in governmental circles. The 


government has been fortunate in this 
crisis in obtaining the services of 
broad-gauged and able men for its key 
positions affecting transportation, and 
we are confident that they will profit 


from the diverse experiences of 
World Wars I and II. 

First, let us ask ourselves, how un- 
certain is the future? When we study 
the doctrine of Communism as ex- 
pounded by Karl Marx and his disci- 
ples, Lenin, Stalin, and others of that 
ilk, you will reluctantly become con- 
vinced, as I have, that they are com- 
mitted to a “One World Commu- 
nism.” There is no secret about it. 
They have spread it on the record for 
all to read, just as Hitler expounded 
the aims of Nazism in Mein Kampf 
and his other writings. 

But, being an optimistic and peace- 
loving people, we did not take Hitler 


419 


seriously until it was almost too late. 
And if we fail to recognize the com- 
munistic ideology for what it truly is 
—bent on world domination, by all 
means fair or foul, this year if pos- 
sible, next year or a hundred years 
from now if that be necessary, by 
methods short of all-out war if that 
be required, forever boring in and 
weakening the opposition——then I say 
to you that another miracle of Divine 
Providence may be required to save 
us, and miracles are few and far 
between these days. 

Thus, I can have little patience with 
those starry-eyed idealists or misled 
wishful thinkers who believe that a 
permanent peace is possible with 
Communism. Its entire history and 
ideology is to the contrary—and we 
know how difficult it is for the leopard 
to change his spots. The sooner we 
recognize that hard, cold fact and 
proceed accordingly, the better off we 
will be. 


HE board of directors of the 
Chamber of Commerce of the 
United States recently adopted five 
emergency transportation policies. 
Better still, the chamber is now active- 
ly engaged in implementing those 
policies to the end that the national 
transportation system will become in- 
creasingly strong and efficient, so as 
to be able to do its full and vital part 
in our national defense program and 
in any war which may result from the 
truculence of those across the sea. Let 
us examine, briefly, each of those five 
policies. 

The first is headed “Transport Im- 

portance” and reads as follows: 
To carry out the defense program 
and, at the same time, to keep the 
MAR. 29, 1951 
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civilian economy functioning, the 
country’s transportation facilities 
must be used to the fullest. The gov- 
ernment should recognize the vital 
importance of all forms of public 
transportation. 


That policy statement needs no ex- 
tended explanation. 

It means that the over-all trans- 
portation facilities of the nation should 
be utilized to maximum efficiency for 
over-all coverage, with each type be- 
ing fitted into the general pattern 
where it can most effectively function. 

For instance, with all due respect 
to my railroad friends, there are some 
things that the airlines, the busses, the 
trucks, and maybe even the inland 
water carriers can do better—or at 
least as well and with more speed or 
economy—than can the rail carriers. 
Those jobs should largely be left to 
them. A truck horse can hardly be 
expected to win the Kentucky Derby 
or an elephant scale Pike’s Peak. 

On the other hand, there are many 
things that the railroads can do with 
maximum efficiency and economy, 
particularly in the handling of long- 
haul or heavy freight. Those things 
should be concentrated in the railroads 
as far as possible without wasteful or 
inefficient duplication of facilities or 
uneconomic competition. 

With a tremendous financial burden 
and vast traffic movements ahead we 
can no longer afford the luxury of 


= 


waste or inefficiency—if we ever 
could. 


F  apitane government should take 
a more realistic view of existing 
and prospective conditions—and stop 
playing favorites (to the extent that 
it has). We have the situation in 
government where various types of 
carriers are regulated by special 
agencies set up therefor. It is prob- 
ably natural that those agencies take 
a preferred attitude towards their par- 
ticular wards and sometimes aid or 
encourage them to enter uneconomic 
fields of transport—even at the ex- 
pense of the wards of other agencies. 
Keeping each type of transport fa- 
cility “in bounds” to which it is nat- 
urally fitted and where it can do the 
best job, and maintaining each at 
maximum strength and _ efficiency 
therefor, will be a sound govern- 
mental contribution to the defense 
effort. 

A recent decision of the Interstate 
Commerce Commission — having a 
tendency to restrict transcontinental 
hauls of heavy freight by motor car- 
riers as not best suited to that type of 
carriage—indicates a growing recog- 
nition by government of the general 
principles which we think are sound, 
especially in this emergency. 

The second policy is entitled “7 rans- 
port Conservation” and reads as fol- 
lows : 


they cannot do it alone. Inefficient use of freight vehicles 


q “THE carriers of all types are . . . doing a good job, but 


by shippers and consignees slows down the service and re- 


quires the carriers to provide excessive amounts of equip- 
ment—which is not only wasteful but expensive. Vehicles, 


like dollars, gain efficiency through . 
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Existing transportation facilities 
are being pressed to meet present 
needs. To put these facilities to maxi- 
mum use calls for active codperation 
on the part of the regulatory authori- 
ties, carriers, and users. 

Carriers should speed up the serv- 
ice wherever possible, keep their 
equipment in prompt repair, and pur- 
chase needed new equipment. 

Shippers should load cars fully, 
avoid unduly circuitous routing, load 
and unload promptly, and avoid use 
of equipment for storage purposes. 


That policy statement seems largely 
self-explanatory. It simply expresses 
good hard common sense. 


HE carriers of all types are—gen- 
erally speaking—doing a good job, 
but they cannot do it alone. Inefficient 
use of freight vehicles by shippers 
and consignees slows down the service 
and requires the carriers to provide 


excessive amounts of equipment— 
which is not only wasteful but expen- 
sive. Vehicles, like dollars, gain effi- 
ciency through the velocity of their 
movement. Too many consignees 
prefer to pay demurrage rather than 
for regular storage facilities or over- 
time rates for unloading. 

It is a somewhat sardonic fact that 
our armed forces — operating under 
the flag of the United Nations—are 
now waging war on a 168-hour per 
week basis in Korea, but we are only 
backing them up on a 40-hour per 
week basis at home. Our soldiers in 
the foxholes abroad do not get, nor 
have they asked, overtime after forty 
hours, with double time on Saturdays, 
Sundays, or holidays — but we seem 
to expect it in the factories, plants, and 
offices at home. 

I note that a high government offi- 
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cial recently indicated that it was 
something akin to heresy to suggest 
lengthening the civilian workweek, 
despite the present emergency; so if 
my comments above be treason, make 
the most of it. 

To help effectuate the foregoing 
policy the chamber of commerce has 
recently prepared and issued a short, 
simple, and easily readable pamphlet, 
entitled “How You Can Help Reduce 
the Freight Car Shortage.” 

More than 200,000 copies have been 
distributed. Two million could be ef- 
fectively applied. Other publications 
can be expected to follow from time 
to time dealing with other phases of 
this policy. 


, I ‘ue third policy is designated as 

“Allocation of Man Power and 

Materials” and reads as follows: 

In the event of government alloca- 
tion, necessary freight and passenger 
carriers should be given the man pow- 
er, materials, supplies, fuel, and 
equipment needed to provide efficient 
and adequate service. 


Here again the policy statement 
needs little explanation as to its aims 
and objectives. 

However, its effectuation is some- 
thing else again—a “must” if our na- 
tional transportation facilities are to 
meet adequately the vast responsibility 
being imposed upon them. 

The national chamber is working 
actively and constantly to effectuate 
that policy. Although government de- 
fense agencies in Washington are be- 
ing shuffled and shifted from time to 
time—as trial and error indicates the 
need therefor—so that it is not always 
easy to know who is who and why— 
yet we are trying to keep on the ball 
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Importance of Transportation 


¢ is is no exaggeration to say that this nation is only as strong—and 

no stronger—as its transportation facilities. A breakdown of 
those facilities will mean a breakdown of our national economy—both 
defense and civilian. Business in this modern world, whether of peace 
or war, is highly volatile and thus utterly dependent upon movement. 


Dam up the arteries of movement . . 


. and we as a nation will soon be re- 


duced to impotency—just as we as individuals are through when our 
arteries cease to function.” 





and so far have had good luck in 
doing so. 

When an all-out defense effort is 
superimposed upon a dynamic civilian 
economy such as we have today in 
America, there inevitably follows a 
shortage of man power and critical 
materials, a clash of conflicting inter- 
ests, and a scramble for preferences— 
not always selfish but often based 
upon sincere convictions. 

To some a gun may seem more im- 
portant than a freight car or truck, 
although it is entirely possible that the 
gun cannot be gotten to the front and 
fired, or even produced, without the 
backing of the freight car or truck. 
These things call for a clear over-all 
perspective and a fine balancing of 
interests—and it is our aim to aid the 
governmental agencies in so doing. 

You can rest assured that those 
agencies will not fail to give adequate 
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recognition to the transportation in- 
dustry’s important place in the scheme 
of things—or its needs—because of 
any lack of information. Our con- 
tacts are close and friendly—and the 
cooperation which we are receiving is 
excellent—since we can speak factual- 
ly and objectively in the public inter- 
est and with no personal axes to grind 
and because, fortunately, we are 
mostly dealing with broad-minded 
and able men. 


btu fourth policy is entitled “Rep- 
resentation” and reads as fol- 
lows: 


All government officials designated 
to supervise transportation facilities 
should be in a position adequately to 
represent essential transportation re- 
quirements. In order to do so, they 
should be members of governmental 
advisory committees having to do 
with man power and priorities. 
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TRANSIT STRENGTHENS FOR AN UNCERTAIN FUTURE 


That policy statement means simply 
this: In the vast and complex govern- 
mental setup necessary —or at least 
believed necessary — for effectuation 
of the all-out defense effort, there 
must be adequate liaison, understand- 
ing, and coordinated effort, or else 
much waste motion — as we learned 
from painful experience in the past. 

By that experience we found that 
many Officials, with every good in- 
tention in the world, were working at 
cross-purposes and without codrdina- 
tion—or, to express it in other words, 
that the government’s right hand often 
did not know what its left hand was 
doing. 

Our objective here is to aid in elimi- 
nating any such crossing of wires, to 
simplify the procedures, and to bring 
about adequate codrdination, so that 
when one agency determines upon a 
course of action it can speak with 
knowledge and authority in the other 
agencies whose codperation is essen- 
tial to effectuate that course of action. 


b Be fifth (and final) emergency 
policy is entitled “Local Trans- 
port” and reads as follows: 


Local passenger transit vehicles, 
taxicabs, trucks, and passenger auto- 
mobiles play an important part in de- 
fense. Transportation companies, 
business organizations, public officials, 
and the riding public should work to- 
gether to plan for maximum efficiency 
in local transport. 


I can speak on this subject with 
some degree of authority and feeling, 
since I am one of that benighted group 
who operate the local transit industry 
in these more or less United States. 

In the early stages of World War 


II we were the outcasts among the car- 
riers—with our place in the scheme of 
things considered of such little im- 
portance that we were given no rec- 
ognition or representation in the Of- 
fice of Defense Transportation. 

Later, when automobile production 
ceased, tires and gasoline were ra- 
tioned, and millions of workers and 
shoppers had to use our service or be 
immobilized a great change occurred 
and we were accepted into the brother- 
hood of the elite, although still a little 
hungry, ragged, and down at the heel. 

Seriously though, the réle which 
local transit will be called upon to play 
in this defense program is of great 
importance and — in event of all-out 
war—is crucial. Our cities and their 
environs will be the key points of pro- 
duction; likewise, the key points of 
bombing attacks and sabotage. 

One transit vehicle, occupying only 
a small portion of the street space in 
a normal city block, can readily handle 
the average load of 34 automobiles, 
which would fill that city block. 


r local transit should break down, 
traffic congestion in our munici- 
palities—already bad—would become 
intolerable and vast numbers of peo- 
ple would be immobilized, with serious 
hurt to our civilian and war economy. 

That must not happen—and to pre- 
vent it from happening will require 
the sympathetic understanding and 
support of the Federal, state, and 
local administrative and regulatory 
agencies. We will need assistance on 
man power, equipment, materials, and 
supplies, as well as relief from traffic 
congestion tying up or slowing down 
our operations. 
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Fallacy of Tax Comparisons 


Publicly owned utilities are sometimes criticized on 

the grounds that they do not pay taxes. Here is an 

analysis of the question from the viewpoint of a 
municipal plant spokesman. 


By ALBERT HAMILTON* 


FREQUENT challenge aimed at 
publicly owned utilities is that 


they do not pay taxes and 
their customers enjoy preferentially 
low rates. In his recent article,’ Sid- 
ney P. Allen calls such tax exemption 
“a snare and a delusion” and urges 
that the “vast army of voters” be per- 
suaded to that view by “factually sup- 
ported evidence.” We question the 
“evidence” concerning one of the 
publicly owned systems Mr. Allen dis- 
cusses at length and suspect that we 
have again met the familiar fallacy 
with which many such tax compari- 
sons are plagued. 

On June 30, 1949, the Sacramento 
Municipal Utility District, known to 
its customers and neighbors as 
“SMUD,” placed in effect new rates 


*For personal note, see “Pages with the 
Editors.” 

1“The Importance of Utility Taxes,” Pus- 
Lic Utititires FortnicHtty, Vol. XLVI, No. 
9, page 547, October 26, 1950. 
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estimated to lower customers’ bills by 
$372,000 during the first year the new 
rates were applied. This estimate can 
be checked by any competent rate engi- 
neer in only a little more time than 
Mr. Allen evidently took to write his 
article. 

On April 15, 1950, the Pacific Gas 
and Electric Company, whose terri- 
tory surrounds SMUD, increased its 
electric rates by a flat 6 per cent. If 
such an increase had likewise been ap- 
plied by SMUD to its customers, it 
would have increased customers’ bills 
by an estimated $502,000 during the 
first year. 

In addition, since January 1, 1947, 
SMUD has made several minor rate 
adjustments, primarily to achieve rate 
structure simplification. These have 
also produced a reduction in custom- 
ers’ bills of an additional $26,000 a 
year. 

Considered together, these rate 
changes mean that SMUD customers 
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FALLACY OF TAX COMPARISONS 


are today enjoying rate savings of ap- 
proximately $900,000 annually. Stat- 
ed another way, it means that if the 
present rates of SMUD were with- 
drawn and existing PG&E rates were 
adopted in their place, customers of 
the district would pay at least $900,- 
000 a year more for service than they 
now pay. 


T= $900,000-a-year saving is a 
sound estimate and is stated on 
the low side if indeed it deviates at all 
significantly from actual fact. You 
can examine it from all sides, heft it, 
thump it, and it’s all there—$900,000 
a year. If you want to minimize it, 
you can state it in terms of so much 
per kilowatt hour * or so many cents 
per day, as some utilities have recent- 
ly done in referring to their electric 
rate increases. But any way you view 


it, it is tangible and substantial proof 
of a part of the benefits of public 


2On page 548 of his article Mr. Allen 
treats the district’s reduction in terms of a 
differential in the “average consumer rate... 
per kilowatt hour” between SMUD and 
PG&E. He states that the charges per kilo- 
watt hour to average customers during 1949 
were as follows: 


For PG&E customers 
For SMUD customers 


SMUD customers saved .... .12¢ per kwh 


If Mr. Allen’s approach were correct, such 
a saving of 1.2 mills per kilowatt hour during 
1949 applied to the 417,000,000 kilowatt hours 
sold during that year, would produce a total 
reduction of $500,000 a year. This is $128,000 
more than the $372,000 a year SMUD has de- 
termined by careful estimate. 

The difficulty, of course, lies in Mr. Allen’s 
ambiguous treatment of sales classifications 
and statistics. The averages of 2.45 cents and 
2.33 cents per kilowatt hour he quotes are not 
for “average customers” but only for average 
residential customers. Both utilities, of 
course, serve many other types of customers 
and the SMUD rate reduction of June 30, 
1949, extended benefits of lower rates to com- 
mercial customers as well as to residential 
customers. 
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ownership and management of what 
is essentially a local function — the 
distribution of electricity. 

There are other tangible benefits, 
too. Of the $25,100,000 in total as- 
sets of SMUD as at October 31, 1950, 
$6,855,000, or 27 per cent, has been 
provided from net revenue reinvested 
in the system. This represents an un- 
divided interest of more than $75 for 
each of the 89,700 customers SMUD 
was serving during October, 1950. It 
is interest which these and future cus- 
tomers would not possess if they were 
receiving service from a privately 
owned system. Granted, this undivid- 
ed interest is not a negotiable invest- 
ment, but it does mean that SMUD 
has a lower debt for the plant it op- 
erates and as a result enjoys a better 
credit standing. This may have great 
financial significance in the event the 
SMUD system considers financing the 
construction of generating facilities 
to assure a continuing supply of low- 
cost power. 

The people of SMUD and the citi- 
zens of Sacramento, its principal city, 
and Sacramento county, which make 
up most of the district’s area, would, 
of course, be fooling themselves if 
they regarded these savings as pure 
gain. Where the Pacific Gas and Elec- 
tric Company paid to city and county 
governments within the district some 
$230,000 during the tax year 1946-47, 
SMUD now pays nothing. Indeed, if 
the district’s property were taxable, 
estimates compiled for the tax year 
1949-50 indicate that taxes which 
would be levied on the district’s sys- 
tem would amount to $375,000. 

You can do a lot with $375,000. 
You can do more, of course, with 
$900,000, the amount by which the 
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tax potential of the area has been in- _ a state and national point of 
creased as a direct result of rate sav- view there is, of course, a different 
ings to electric customers. We find it picture. While SMUD may be saving 
extremely difficult to understand why _ local people money by reason of a very 
Mr. Allen does not regard this as a_ healthy differential between its rates 
good bargain for the community and those of its neighboring-utility, it 
which SMUD serves. still does not pay any Federal taxes or 
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SACRAMENTO MUNICIPAL UTILITY DISTRICT 


Estimate of Net Income if Federal, State, 
And Local Taxes Applied to Operations 
Twelve Months Ended October, 1950 


Operating Revenue 


Operating Revenue and Income Deductions 
Operating Expenses (a) 
Depreciation $ 
Amortization of Acquisition Adjustment (b) 157,471 


Estimated Nonincome Taxes 
Local ad Valorem (c) 400,000 
Federal Electric Energy 180,000 
Unemployment Insurance (d) 600 
Miscellaneous Minor Taxes (e) 25,000 


$653,600 
Interest 
Gross Interest 565,745 


Less: Bond Premium Amortization 
Miscellaneous Credits (f) 


$304,357 $6,480,253 


Income Subject to State Corporation Franchise Tax $1,736,387 
State Corporation Franchise Tax @ 3.9% (g) 67,719 
Income Subject to Federal Income Tax $1,668,668 
Federal Income Tax @ 41.3% (h) 


Net Income after Taxes $979,508 
Write-off of Intangibles (i) 50,000 


Net Income after Taxes and Write-off of Intangibles $929,508 


(a) Includes state sales, taxes, and payments for employee retirement which exceed other- 
wise applicable Federal old-age benefits tax. Presumably SMUD also paid, in its cost of pur- 
chased power, a portion of applicable taxes levied against PG&E. 

(b) Based upon a 20-year amortization schedule. 

(c) Estimated figure. Tangible property acquired by SMUD amounted to $12,889,739 on 
which local tax levies totaled $230,310 for the fiscal year 1946-47. At October 30, 1950, unde- 
preciated cost of SMUD’s tangible property was $21,066,448. 

(d) Estimated at 2.2 per cent for combined state and Federal unemployment taxes. 

(e) Allowance to cover motor vehicle license fees and personal property taxes, city and 
county franchise fees, and miscellaneous Federal excise taxes. 

(f) Consists chiefly of interest earned and interest charged to construction. 

(g) Composite rate: for November and December, 1949, at 3.4 per cent; for 1950 at 4 
per cent, 

(h) Composite rate: for November and December, 1949, at 38 per cent; for 1950 at 42 
per cent. 

(i) Based on a 20-year write-off schedule. 
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state corporation franchise taxes. 
There are sound legal reasons for this 
situation, of which we are all aware. 
However, it is seldom satisfying to a 
critic to observe that, under the 
American theory of dual sovereignty, 
taxation of state and local govern- 
ments by the Federal government is 
not authorized. Such powers were not 
conferred upon the Federal govern- 
ment by the Constitution. But let us 
assume that the Constitution were 
amended to permit Federal taxation 
of local governments. Let us also as- 
sume that a similar policy were con- 
tained in legislation passed by the 
state of California with respect to its 
municipalities and districts. If the 
taxes which were subsequently levied 
as a result of these changes were equal 
to taxes now applicable to privately 
owned electrical utilities, could SMUD 
continue to meet its financial obliga- 
tions out of revenue collected at the 
substantially lower electric rates now 
in effect? Let us examine this ques- 
tion. 

For the twelve months ended Oc- 
tober 31, 1950, SMUD reported gross 
revenue of $8,216,640. After paying 
all operating expenses in the amount 
of $4,818,658 and making provision 
for depreciation, SMUD earned a 
gross income of $2,457,366. After 
net interest on long-term indebtedness 
is deducted, SMUD’s net revenue for 
the twelve months ended October 31, 
1950, came to $2,132,500. SMUD’s 
accounts and financial records are 
audited by a nationally known firm of 
certified public accountants whose 
reputation is established in financial 
centers from Wall Street to Mont- 
gomery Street. It is a matter of some 
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significance, we think, that the 1949 
balance sheet and income statement of 
the district received the certificate of 
this auditing firm unaccompanied by 
any qualifying footnotes. This cir- 
cumstance is universally regarded as 
indicative that costs are being properly 
accounted. 


[z us see, then, what the income 
statement would show for such 
a 12-month period if SMUD were 
subject to Federal excise and income 
taxes, state corporation franchise 
taxes, and to local ad valorem taxes. 
In other words, if we throw the tax 
book at SMUD and ask its customers 
to carry a full tax burden, would its 
operations at low electric rates (some 
$900,000 a year lower than those of 
the PG&E) still present an investment 
as attractive to the prospective stock- 
holder as that offered generally by 
privately owned electric utilities ? 

For purposes of analysis, there is 
presented the accompanying hypo- 
thetical income statement for the year 
ended October 31, 1950, which pre- 
sents the estimated financial results of 
SMUD operation under such a tax 
collection burden. It contains provi- 
sion for an estimated total of $1,410,- 
479 in local, state, and Federal taxes; 
as follows: 


SACRAMENTO MUNICIPAL 
UTILITY DISTRICT 


Estimated Amount of Taxes Levied if 
Property and Operations Were Taxable 
Twelve Months Ended October, 1950 


Nonincome Taxes 
Local ad valorem 
Federal electric energy 
Unemployment insurance 
Miscellaneous minor taxes .... 
Income Taxes 
State corporation franchise tax 
Federal corporate income tax .. 689,160 


$1,410,479 
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This is slightly more than 17 per 
cent of gross revenue for the same 
period.® If the allowance of $400,000 
for local ad valorem taxes is deducted, 
there remains $1,010,479 in other 
taxes. This amount is somewhat gen- 
erous if Mr. Allen’s estimate of 
“$700,000 in other taxes, based on 9 
per cent of (SMUD’s) gross rev- 
enues’’* is a reasonable one. The esti- 
mate of $1,410,479 in total taxes also 
appears adequate as the Pacific Gas 
and Electric Company views it. In a 
letter to a Sacramento paper, L. J. 
Brundige, Sacramento division man- 
ager for PG&E, stated on October 17, 
1950, “So if we (PG&E) still held the 
property our total tax payments would 
have been $1,195,000 in 1949.” Al- 
though revenue and tangible property 
as well as Federal income taxes have 
all increased since 1949, it is difficult 
to see how such increases would justify 
a responsible estimate of SMUD’s to- 
tal tax liability which would exceed 
$1,410,479 for the year ended Oc- 
tober, 1950. 


. eye" even if taxes totaling 
$1,410,479 had been paid during 


the year ended October, 1950, 
SMUD’s revenue for that period 
would still be adequate to cover all 
costs, including depreciation, and pro- 
duce a residual net income of $929,- 
508. This amount, taken together 
with $324,849 in net interest charged 
to operations, would provide earnings 


8Class A and B privately owned utilities 
paid an average of 18.9 per cent for the 
twelve months ended September, 1950, accord- 
ing to FPC electric power statistics, No. 50- 
9C, November 15, 1950. 

*For the twelve months ended October, 
1950, 9 per cent of SMUD’s gross revenue 
would be approximately $740,000. 
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of $1,254,357. That amounts to a 7.] 
per cent return on the district’s aver- 
age investment during the year ended 
October, 1950, of $17,600,000 in de- 
preciated plant and materials inven- 
tory at cost plus an allowance for 
working capital.® 

The people of the Sacramento com- 
munity decided in 1934 that they 
wanted to own and operate their own 
electric system. It took them twelve 
long years to realize this wish. As we 
read Mr. Allen’s article, we are at least 
moved to inquire whether the people 
of the Sacramento community decid- 
ed wisely or if they bought a white 
elephant. We think the facts speak 
for themselves: SMUD’s rates are 
low, the local tax loss has been more 
than offset, and business is good. 

There is, of course, a corollary 
question. Did the Sacramento area 
electric consumers obtain such a good 
deal at the expense of Federal taxpay- 
ers elsewhere? Of course they did, by 
an amount equal to the Federal taxes 
which the district does not pay but 
would have to pay if it were taxable. 

But such a question and its auto- 
matic answer really beg the main 
point at issue which is not the payment 
of Federal taxes by SMUD—r, rath- 
er. the lack of such payment — but 
.nether SMUD revenue, under rates 
substantially lower than those of the 
private utility which surrounds it, is 
still sufficient to pay all Federal (as 
well as state and local) taxes if they 
were levied. In their failure to rec- 


5 Depreciated plant is used because SMUD 
accrues depreciation on a straight-line basis. 
However, if undepreciated plant were used, 
even without changing depreciation to a 
“sinking-fund” basis, rate of return woul 
still be 5.97 per cent on an average investment 
of $21,000,000. 
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ognize this point lies the fallacy of 
many of these tax comparisons. 

Indeed, let us grant that as a rule 
public agencies are not taxable. It is 
true that some do make in-lieu tax 
payments to state and local govern- 
ments. Such in-lieu tax payments, 
however, seldom satisfy the more 
partisan advocates of private owner- 
ship who then point out that the Fed- 
eral taxes are not also paid. Can such 
advocates suggest a way in which 
Federal taxes can be paid by non- 
Federal projects without granting the 
Federal government authority to tax 
local governments ? 


UT we wish to reiterate that the 
fallacy of most tax comparison 
occurs when they ignore the fact that 
although taxes are not actually paid, 
electric rates of many publicly owned 
systems, low as they are by compari- 
son with private utilities, are still high 
enough to make such tax payments if 
they were called for. Mr. Allen’s 
article also misses this point. Actual- 
ly, SMUD’s electric consumers are 
paying electric bills which are approxi- 


mately $900,000 a year less than those 
they would be paying if the present 
rates of the Pacific Gas and Electric 
Company were being applied; and, 
further, even under the reduced level 
of revenue resulting from such lower 
rates, the district is financially able to 
make payments of all taxes applicable 
to a privately owned electric utility 
operating in California and still show 
a return of 7 per cent on its invest- 
ment. 

If these facts be true, we find it im- 
possible to conclude that SMUD’s cus- 
tomers enjoy low rates because of 
some form of tax exemption.® This is 
the frequent challenge of the privately 
owned part of the industry which is 
raised wherever embarrassing rate 
differentials appear. To the extent 
the challenge is aimed at SMUD, we 
believe we have demonstrated that it 
is refuted. 


6 This statement is also true for future 
years, even if more interest-free plant is con- 
structed out of tax-exempt earnings. If the 
financial test of an over-all fair rate of return 
is satisfactorily met, the increasing propor- 
tion of interest-free capital does not have the 
effect of a subsidy. 





A Pyrrhic Victory for Freedom? 


‘ we ly is not realized by most Americans that for the first time 

in our history, either in peace or war, plans to draft and 
regiment all man power are being seriously proposed. The only 
effect of this can be a totalitarian type of regimentation. It 
would be a tragic victory, indeed, if in defeating world Com- 


munism we enslave ourselves.” 


—Epwarp A. Ketter, CSC, 
Director, bureau of economic research, 


Notre Dame University. 
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Washington and the 
Utilities 


Can Congress Salvage Antistrike 


Law? 
Wes the Supreme Court, - d a 
6-to-3 vote, torpedoed the Wis- 
consin public utility antistrike law, it left 
a host of unanswered questions to be 
settled. The first question, of course, was 
who can settle such a question? Can the 
states rewrite the statutes so as to bring 
them into conformity with the majority 
opinion of Chief Justice Vinson, who 
said, in effect, that state antistrike laws 
can go no further than the Federal Taft- 
Hartley Act? Or should Congress in its 
wisdom change the Taft-Hartley Act 
around in such a way as to let the states 
try their hand at blocking public utility 
strikes if they have a mind to do so? 
Senator Taft, coauthor of the Taft- 
Hartley Act, does not seem inclined to 
look with favor on any piecemeal revi- 
sion of the Taft-Hartley Act at this ses- 
sion of Congress. He wants a compre- 
hensive “one package” revision which 
will strengthen the law as well as clarify 
those provisions which experience has 
shown to need clarification. But the la- 
bor unions, which have never liked the 
Taft-Hartley Act as a whole, are in no 
mood to see new teeth put into the law. 
They are only concerned with pulling 
some of the old teeth out. This means 
they are not likely to codperate with 
“one package” revision. Thus, the au- 
thor of the law and its critics stand to 
stalemate each other for the time being, 
leaving the Taft-Hartley Act as it is and 
states without answers to their questions 
on public utility antistrike legislation. 
One of the ironic developments in the 
Supreme Court’s decision was the fact 
that the Taft-Hartley Act was used to 
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smash the state antistrike legislation 
which has always been anathema to the 
unions, Yet, this is the same Taft-Hart- 
ley Act which the unions several years 
ago dubbed the “Slave Labor Act.” Nei- 
ther they nor the supporters of the act 
could have imagined that the day would 
come when the so-called “Slave Labor 
Act” would be the only thing standing 
between the union workers and the en- 
forcement of state antistrike legislation. 
It is the same “Slave Labor Act” which 
has now been cast in the rdle of the most 
powerful protection of organized labor’s 
traditional right to strike. That the cast- 
ing was done by the liberal majority of 
the U. S. Supreme Court is an added 
touch of ironic flavor. 


What Laws Are in Trouble 


“a immediate impact of the Wis- 
consin decision is upon other states 
which have antistrike laws similar to 
the Badger state law. These are state 
laws which provide for compulsory ar- 
bitration of public utility labor disputes, 
forbidding strikes during the process. 
This pattern includes statutes enacted by 
Florida, Indiana, Kansas, Nebraska, 
New Jersey, and Pennsylvania. There 
are some other state laws which require 
such strikes to be deferred but do not 
directly prohibit them. The Virginia 
statute is in this category, along with 
laws in Massachusetts, Michigan, and 
North Dakota. Quite likely it would 
take another court decision to invalidate 
the Virginia type of law—if at all. Vir- 
ginia authorities do not think it can be 
done at all, and are determined to con- 
tinue enforcing the Old Dominion stat- 
ute. 

In a nutshell, Chief Justice Vinson’s 
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WASHINGTON AND THE UTILITIES 


inion voided the Wisconsin law be- 
ause it conflicts with Federal policy for 
regulating interstate labor disputes. This 
policy is found in the Taft-Hartley Act 
which recognizes and protects the right 
io strike, although imposing limited re- 
trictions on strikes causing national 
mergencies. The majority followed the 
rile that where Congress has exercised 
full and exclusive power over interstate 
commerce the states may not impose 
contrary regulations of their own. The 
minority (Frankfurter, Burton, and 
Minton) point to another rule: A state 
aw can be upset only if it cannot be 
reconciled with Federal statutes. The 
minority insists that no actual conflict 
exists and that Congress did not intend 
‘to leave states helpless in meeting local 
situations when Congress restricted na- 
tional intervention to national emergeu- 
cies.” 

Not only the Milwaukee transit and 
gas utilities are involved in the Wiscon- 
sin Case, but also all other public utili- 
ties will be interested in the majority’s 
view about the danger of socialization, 
through government seizure to prevent 
strikes. The Vinson opinion quotes Sen- 
ator Taft (Republican, Ohio), to the 
dfect that if strike seizures “begin with 
public utilities,’ such laws might lead 
to “complete socialization of our econ- 
my.” (Incidentally, Senator Taft did 
not appreciate this judicial reference to 
his argument, which he considers to 
have been reasoned quite out of context.) 
As matters now stand, the limited provi- 
sions in the Taft-Hartley Act, which 
postpone but do not outlaw utility 
trikes, seem to bar all outright anti- 
trike state laws. A likely reaction to 
this, in Congress, will be efforts to 
amend the Taft-Hartley Act—either 
tightening Federal provisions dealing 
with such strikes, or permitting the 
states more liberty of action on local 
trikes. 


ee Driscoll of New Jer- 
sey was probably the most articu- 
hte of those who feel disappointed in 
the Court decision, because it throws so 


much shadow on the New Jersey stat- 
ute. Criticizing the Court majority’s de- 
cision in the Wisconsin Case, Governor 
Driscoll asked his attorney general, 
Theodore D. Parsons, to study the de- 
cision with the hope of either getting 
reconsideration by the Court or plan- 
ning congressional action, Governor 
Driscoll asserted : 


The decision of the Supreme Court 
in the Wisconsin Case is the unfor- 
tunate climax of a number of deci- 
sions by the Court in recent years that 
have twisted and warped our Consti- 
tution to a point where it would be 
hardly recognizable to those who 
framed it. 

The opinion by a majority of the 
Court is generally recognized as in- 
adequate (and) seeks to establish a 
precedent that may destroy all of the 
gains that labor has made in recent 
years in the various states. 

It is a two-edged sword that will 
cut against both labor and manage- 
ment rights in the states while de- 
stroying the birthright of our repub- 
lic: home rule. A cursory examination 
of the opinion indicates that the ma- 
jority follows the administration line 
and strikes another blow at the Taft- 
Hartley Act. 

It is inconceivable that Congress 
ever intended to prevent the states 
from effectively maintaining the op- 
eration of essential utilities. I make 
this statement despite the fact that it 
must be recognized that in recent 
years Congress has adopted some 
strange laws establishing unfortunate 
precedents, which, if continued, will 
leave us the form of republic without 
the substance of a republic. 

These unfortunate precedents give 
us a representative government in 
form only. Unless the dangers of these 
precedents are recognized quickly we 
will find ourselves governed by a cen- 
tralized bureaucracy in Washington 
beyond the control of either the Presi- 
dent or Congress, lacking all of the 
virtues of our traditional representa- 
tive Federal system. 
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I’ve asked the attorney general im- 
mediately to examine the Supreme 
Court decision in the hope that it may 
be possible to have the Court recon- 
sider the same and also for the pur- 
pose of presenting the issue to Con- 
gress. I am taking this position despite 
the fact that I am unwilling to con- 
sider the decision in the Wisconsin 
Case as decisive as far as the New 
Jersey law is concerned. 


Out in Missouri the unions have been 
quick to use the Wisconsin decision as 
a basis for reviving a strong drive in 
the state legislature to repeal Missouri’s 
so-called King-Thompson Act. 


> 
The Phillips Case Again 


ONGRESSMEN from the gas-pro- 

ducing states are following very 
closely the Federal Power Commission 
proceedings in the Phillips Case, sched- 
uled to go into hearings April 3rd at 
Bartlesville, Oklahoma. This case will 
decide whether the FPC is really going 
to plunge into the controversial field of 
regulating interstate gas producers, of 
which the Phillips Petroleum Company 
is the largest. 

These same gas state Congressmen 
earlier this year considered revival of 
the vetoed Kerr Bill of last session, to 
exempt producers and gatherers of nat- 
ural gas from FPC regulatory control. 
They now feel it would be politic to 
await the commission’s decision in the 
Phillips Case. 

There is a feeling that the FPC may 
be impressed by the U. S. Supreme 
Court’s recent decision upholding the 
right of the Oklahoma Corporation 
Commission to fix well-head prices of 
natural gas in the interest of conserva- 
tion. This decision would seem to 
strengthen the powers of the state regu- 
latory agencies and may even permit 
producing states to influence gas pro- 
duction with severance taxes, higher 
well-head prices, and other restrictive 
regulations in the event that FPC at- 
tempts to impose Federal regulation at 
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production and gathering levels. The 
Phillips Case will provide the first clew, 
since Korea, as to FPC’s attitude, if it 
does decide to move in. 


n this general field of possible gas 

legislation, there are two new bills in 
Congress. One is a bit of a surprise, al- 
though it is very similar to a bill intro- 
duced in the 8lst Congress by Senator 
Bricker (Republican, Ohio) to bar FPC 
jurisdiction over intrastate distribution 
of natural gas. Bricker’s bill, which died 
in committee, was an effort to get 
around the U. S. Supreme Court’s deci- 
sion in the East Ohio Gas Company 
Case. But the new gas bill along this 
line has Democratic sponsorship. Sena- 
tor O’Conor (Democrat, Maryland) is 
lending his name to such legislation, and 
is also believed to be interested in the 
eventual possibility of a parallel amend- 
ment to the Federal Power Act to take 
intrastate distribution of wholesale elec- 
tric power supply out of the hands of 
the FPC. O’Conor’s interest in this sub- 
ject may have been prompted by recent 
Federal court decisions invalidating ex- 
clusive wholesale supply contracts be- 
tween utilities in Maryland which may 
have thrown them open to regulatory 
supervision of the FPC. 

The other new gas bill also has a 
Democratic sponsor and an easy num- 
ber to remember. It is S 1000 by Sena- 
tor Douglas (Democrat, Illinois) and 
provides for utilities and pipeline com- 
panies to exercise eminent domain to ob- 
tain natural gas storage facilities. The 
Douglas Bill would amend the Natural 
Gas Act to permit condemnation for un- 
derground storage purposes. On intro- 
ducing the measure, Senator Douglas 
asserted that it is “entirely appropriate 
that eminent domain be granted for 
storage facilities which the FPC has 
found required by public convenience 
and necessity.” He said that although 
three states—Michigan, Kentucky, and 
West Virginia—have passed acts au- 
thorizing condemnation for under- 
ground storage, parallel Federal legisla- 
tation is inevitable. 
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And Gossip 


Another Needle for the FCC 


ye Majority Leader McFarland 
is a remarkable man. With one hand 
he’s keeping a balky Senate in line and 
with the other he is hurling bull’s-eye 
shafts at his favorite target, to wit, the 
Federal Communications Commission. 

Back in January, the Senator wrote a 
letter to the FCC when he heard that the 
commission was about to lower an auto- 
matic boom on the American Telephone 
and Telegraph Company (AT&T) and 
cut back long-distance telephone rates. 
He noted that any further reductions in 
the long-distance rates would serve only 
to increase the existing disparity between 
intrastate and interstate rates. 

He asked the commission to examine 
the problem along the lines suggested by 
the National Association of Railroad and 
Utilities Commissioners (NARUC), 
with a view to working out a new separa- 
tion formula—one which might alleviate 
some of the inequities existing because 
of the disparity situation. He pointed 
out that only large industrial and busi- 
ness phone users, those who daily rely 
on the long-distance telephone, are reap- 
ing the benefits of these constantly re- 
duced rates. 


H" pointed to the thousands of small 
residential subscribers, who only 
ocasionally make use of the long-dis- 
tance call—such as a call to a serviceman 
member of the family or distant relative 
—as bearing the full brunt, month after 
month, of the rising intrastate rates 
caused by inflationary pressures. McFar- 
land asked that the problem be ap- 
proached with these inequities in mind 
and with the end in view to remedy them. 
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He referred to the NARUC’s current 
discussions with both the FCC and the 
AT&T with regard to a new separation 
formula as possibly being a step in this 
direction and asked that FCC give con- 
sideration to this possibility before pro- 
ceeding with the rate reduction hearings. 

Commissioner Walker, acting chair- 
man of the FCC, replied to Senator Mc- 
Farland and currently, by letter of March 
6th, the Senator is taking issue with the 
FCC’s thoughts on the matter. He has 
called the commission’s 6-page reply to 
his letter of January 30th, one which 
takes a “strictly technical attitude toward 
the whole problem rather than the broad, 
constructive viewpoint required by the 
Communications Act...” 

This part of the act the Senator quotes : 
“ .. . to make available, so far as pos- 
sible, to all the people of the United 
States a rapid, efficient, nation-wide, and 
world-wide wire and radio communica- 
tion service....” 

He goes on to say that he thought he 
was inviting a fundamental, “and not 
merely a technical,” examination of the 
situation when he pointed out what ap- 
pears to be an anomaly in telephone 
rates. He referred to the situation where 
long-distance rates may be lowered in 
the face of increasing local telephone 
rates. McFarland continues: 


I said plainly that I did not know 
whether the NARUC proposal was a 
proper solution and asked if legisla- 
tion were necessary but the commis- 
sion did not even attempt to meet this 
point. The commission merely indi- 
cates that the disparity in telephone 
rates is the natural result of condi- 
tions and after saying that it “appre- 
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ciated your (my) concern over the 
disparity” gives no indication that it 
has any such concern or feels any re- 
sponsibility for the problem before the 
States. 


A to the separations procedures, Mc- 
Farland said that he was “frankly 
disappointed” that the commission em- 
phasized a defense of existing procedures 
on technical concepts of cost allocations 
rather than a willingness to explore new 
or proposed separation formula which 
might result in fairer and more equitable 
procedures. He observed that the com- 
mission has every right to object to the 
NARUC separation proposal (“although 
I believe some of its objections can be 
met”), but that he is concerned that the 
commission may have “prejudged any 
basic departure from the present pro- 
cedure as ‘arbitrary.’” He continued 
with additional views: 


In my view, there is nothing sacro- 
sanct about the separation formula ; it 
is merely a system adopted in 1942 
and modified in 1947 and has been in 
use on an experimental basis from the 
first. It is not law, nor even rule 
or regulation of the commission. The 
test of any procedure is the result ; if 
the result is bad, the procedure ought 
to be changed. 


On the same point McFarland adds: 


Your letter says the NARUC pro- 
posal is only a partial solution. Per- 
haps it is, but it is apparent that it is a 
step in the right direction; at least it 
recognizes that the existing system is 
not good. Since when is it a good 
argument to discard something simply 
because it is not the complete solution ? 
Certainly, it cannot be denied that an 
interstate rate reduction, such as the 
commission proposed, would be a step 
in the opposite direction. 


McFarland then answers the commis- 
sion’s contention that the interstate serv- 
ice is not primarily a large user service 
“which obviously was for the purpose of 
refuting my point that reductions in in- 
terstate toll rates mostly benefit the 
large corporate users of telephone serv- 
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ice.” He points out that any analysis of 
large toll users would show a much higher 
percentage proportionately of big busi- 
nesses. He adds: “Your letter pointing 
out that only something like half of the 
interstate message toll revenue comes 
from business customers completely over- 
looks the fact that resident customers out- 
number business customers by about six 
to one. Therefore, the average resident 
customer would get very little money 
benefit from a reduction in interstate toll 
rates.” 


HE Senator concludes with his re- 

action to the commission’s comment 
that rate reductions would encourage 
greater use of telephone service. He as- 
sumes that when the commission sug- 
gested that measures could be adopted to 
insure the expeditious handling of traffic 
important to the national defense effort, 
it was referring to priorities. Priority 
handling, according to McFarland, is 
something to be tolerated only when 
necessary and ought not to be sought un- 
necessarily. The letter closes on the fol- 
lowing note: “Frankly, the commission’s 
reply is disappointing to me and to my 
colleagues whose interest and concern oc- 
casioned my original letter to you.” 

McFarland’s letter seems to indicate 
insistence on the part of the Majority 
Leader that the FCC make a better try 
to get together with NARUC on a solu- 
tion to the toll rate problem. No threat 
of possible legislation on the subject is 
hinted. In fact, he quotes from the 
“broad” language of the Federal Com- 
munications Act, to the effect that such 
a mutual solution is within the scope of 
the governing statute. 

Furthermore, with the press of defense 
legislation on Capitol Hill, it is unlikely 
that any legislation on the subject would 
have time to carry through both houses. 
The Senator doubtless realizes this 
and, therefore, seeks his recommended 
solution on the commission level. 


Side Light to the McFarland-FCC 
Letter Exchange 


HE tone of both of the McFarland 
letters to the FCC was that of “try- 
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ing to do something for the little fellow” ; 
namely, the millions of small residen- 
tial telephone users. A nationally syndi- 
cated newspaper column, however, put 
quite another interpretation on it. 
Drew Pearson’s “Washington Merry- 
o-round” referred to that part of the 
FCC’s reply which discussed the bene- 
fits to be derived from a reduction in 
long-distance tolls by servicemen who 
might be calling their families and 
friends. It was on this emotional appeal 
basis, that the Pearson column in- 
terpreted McFarland’s position in the 
matter, as being detrimental to the serv- 
iceman’s best interest. No reference was 
made to the possibility that McFarland 
might be equally interested in preventing 
further rate increases affecting the 
monthly telephone bills of the service- 
men’s families. 


oa 
Telephone Controls 


HE Communications Equipment 

Division of the National Production 
Authority (NPA), the telephone indus- 
try’s defense control unit now has a wire 
communications manufacturing indus- 
tty advisory committee which will serve 
as an industry arm in the telephone 
mobilization effort. Members of the com- 
mittee are: Gene K. Beare, Automatic 
Electric Company; Walter Hasselhorn, 
Cook Electric Company; William Hat- 
ton, Federal Telephone & Telegraph 
Company ; William A. McCracken, Kel- 
logg Switchboard & Supply Company ; 
Leon M. Wells, Leich Sales Corpora- 
tion; Lloyd Bender, The North Electric 
Manufacturing Company; John Brown 
Cook, Reliable Electric Company; 
Arthur F. Gibson, Stromberg-Carlson 
Company ; Robert T. Dunlap, Connecti- 
cut Telephone & Electric Corporation ; 
Harold E. Irish, Western Electric Com- 
pany, Inc.; and L. Ray Cook, Teletype 
Corporation. 

The first meeting of the committee was 
held in Washington on March 15th. 
Wire equipment manufacturing capacity 
and the impact of NPA control orders 
on this segment of the telephone manu- 
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facturing industry were among the topics 
discussed. This meeting was the second 
in a series of conferences between the 
NPA telephone officials and the indus- 
try. Two task groups of telephone com- 
pany officials from the operating com- 
panies are already at work considering 
the effect of the NPA MRO (material, 
repair, and maintenance) order on the 
industry and the industry requirements 
for a contemplated NPA Controlled 
Materials Plan. 


¥ 


A Colleague of Senator 
McFarland 


N reading the letter exchange between 
Senator McFarland and the FCC, 
the Majority Leader on two occasions 
refers to the “colleagues” who prompted 
him to first bring the matter to the atten- 
tion of the commission. Senator Edward 
Johnson (Democrat, Colorado), chair- 
man of the Senate Interstate and Foreign 
Commerce Committee, would be a good 
guess to be included as one of the group 
—at least judging by an editorial the 
Coloradan inserted in the record early 
this month. 

The editorial from Broadcasting maga- 
zine attacks a group of FCC lawyers as 
being in control of FCC policy making. 
It goes on to report them as opposing the 
McFarland Bill which would reorganize 
the FCC along more functional lines— 
engineering, accounting, and legal—and 
“wrest the control they hold over all FCC 
policies ...” The editorial goes on: 


In closed House hearings . . . the 
FCC resubmitted its “model” bill. It 
saw no need for legislation along the 
lines of the McFarland Bill. It wants 
merely three or four changes in the 
present act at this time. It blandly 
selected palatable parts and talked 
down changes in substantive provi- 
sions that would take away its gun 
(and the lawyers’ powers). 


The editorial then suggests that those 
in control of FCC matters in the Senate 
keep adding FCC amendments to fore- 
stall delay. 


MAR, 29, 1951 





Utility Talks before the Analysts’ 
Federation Meeting 


Oo” 700 security analysts from all 
over the country gathered at the 
fourth annual convention of the National 
Federation of Financial Analysts Soci- 
eties on March 7th held in the Statler 
hotel, New York city. In the utility 
forum, President Walter H. Sammis of 
Ohio Edison Company spoke on “Possi- 
ble Effects of War Economy on Electric 
Utilities” and President Claude A. Wil- 
liams of Transcontinental Gas Pipe Line 
Corporation gave an address on “Natural 
Gas Transmission and Its Future.” 

During the past thirty years, Walter 
Sammis pointed out, the increase in kilo- 
watt-hour sales of electricity has averaged 
7 per cent a year. During World War 
II industrial sales increased sharply, with 
substantial increase in the load factor re- 
sulting from two- and three-shift opera- 
tions in industrial plants. Such increased 
sales reflected low-cost power, the incre- 
mental cost being mainly for fuel and 
maintenance expense. 

The electric utilities’ wage bill is only 
about 21 per cent of gross revenues com- 
pared with 54 per cent for telephone com- 
panies and 64 per cent for railroads, hence 
wage increases are less of a problem. 
However, the electric utility company 
spends an average of $57,000 to provide 
tools for each employee, or nearly 8 times 
as much as does the average manufactur- 
ing enterprise. 

Fuel costs reached a peak in early 
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1949 and since then have declined mod- 
erately, despite several wage increases for 
coal miners and higher freight rates. 
Moreover, the use of “coal riders” in util-f 
ity rates have been extended to cover a 
much larger proportion of the business 
than formerly ; Ohio Edison, for exam- 
ple, now covers about 70 per cent of its 
business. 

Regarding accelerated amortization, a 
number of utilities have applied for certifi- 
cates of necessity, and while none of these 
have been acted upon thus far, Mr. Sam- 
mis thought that “such applications are 
being looked or favorably.” While such 
depreciation can only be taken once, it 
is advantageous to amortize during peri- 
ods of heaviest tax rates, and since the 
program will also help to provide con- 
struction cash, he felt that advantage 
should be taken of the opportunity over 
the next few years. 

During the past four years 139 electric 
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CURRENT UTILITY STATISTICS AND RATIOS 


Per Cent Increase 
Latest Latest Latest Latest 
Unit Used Month 12Mos. Month 12 Mos. 
Operating Statistics (December) 
Output KWH—Total Bill. KWH . 329.0 
Hydro—Generated o 
Steam—Generated sc 
Capacity Mill. KW 
Peak Load (Nov.) " 
Fuel Use: Coal Mill, tons 
Gas Mill, Mcr 
Oil Mill. bbls. 
Coal Stocks Mill. tons 
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Customers, Sales, Revenues, and Plant (November) 
KWH Sales—Residential 
Commercial 
Industrial 
Total, incl. misc. .... 
Customers—Residential 
Commercial 
Industrial 
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Income Account—Summary (November) 


Revenues—Residential 
Commercial 
Industrial 
Total, inc. misc, sales ... 
Sales to other utilities .. 
Misc. Income 


Es 


gbbea 
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Expenditures 


Misc. Expenses 

Depreciation 

Taxes 

Interest 

er eee re Te 
Net Income 

Preferred Div. (Est.) 

Bal. for Common Stock (Est.) .... 
Common Dividends (Est.) 
Balance to Surplus (Est.) 


Electric Utility Plant (November) 
Reserve for Deprec. and Amott... 
Net Electric Utility Plant 
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Utility Financing (December)* 


D83 
3,132 D48 


Life Insurance Investments (January Ist-February 24th) 
Utility Bonds - _ 87 — D45% 
Utility Stocks == 4 — D&s 

Total = 91 —_ D53 
Per Cent of All Investments — 6% — D73 


D—Decrease. *Data for all utilities (electric, gas, telephone, etc.), including refunding issues. 
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utilities have received 224 rate increases, 
and it appears likely that additional in- 
creases will be granted as and when they 
may be needed to offset higher costs. 
Except under certain conditions of re- 
sale, electric utility rates are exempt from 
the price control provisions of the Defense 
Production Act of 1950. In revising resi- 
dential rates, many companies are incor- 
porating so-called demand features which 
have the effect of raising the average rate. 
While at present only a small percentage 
of customers are affected by the demand 
charge, the proportion will increase as 
time goes on, with the greater use of 
appliances and equipment. 

The utilities are generally regarded as 
a group which fails to share in inflation, 
but Mr. Sammis pointed out that “the 
assets of the electric utility companies are 
in long-lived structures and equipment 
whose value increases with inflation.” 
The inference probably is, that where re- 
production cost is admitted as a factor in 
the rate base (as in Ohio, Pennsylvania, 
etc.), the utilities may thus benefit in a 
modest way. 


ASED on studies made by the National 
City Bank of New York, the rate of 
return on a stockholder’s equity (pre- 
ferred and common) has averaged 7.5 per 
cent in the period 1926-1950 compared 
with 7.8 per cent for manufacturing cor- 
porations and 5.5 per cent for all corpo- 
rations, which shows the electric utilities 
to be in favorable position both as to 
average return and stability. 

Claude Williams, in his talk on the gas 
industry, pointed out that while the cost 
of natural gas at the well (principally in 
Texas) is increasing rapidly, this gain is 
substantially offset by increasing econo- 
mies in the transport of gas by pipelines. 
Thus large economies have been obtained 
by increasing the diameter of pipelines to 
30 inches, and now to 36 inches. The 
pending use of the new gas turbine engine 
is also important ; El Paso Natural Gas 
is said to be installing 18 of them. Trans- 
continental may install them midway be- 
tween its regular compressor stations 
(which are about 85 miles apart). The 
new engines can be operated by one man 
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and will increase pipeline pressure by per- 
haps 30-40 per cent. Eventually the pipe- 
lines will effect further economies in labor 
by using microwave systems to open or 
close valves anywhere on the line, thus 
greatly facilitating the maintenance of 
desired pressures at different points. 

Mr. Williams felt that the expansion 
of the industry could proceed as fast as 
steel becomes available for pipelines and 
as new gas is released in Texas. Gas re- 
serves in Texas are now only about 40 
per cent dedicated, including both local 
and interstate shipments—eventually pro- 
duction could perhaps be two and a half 
times as great. This expansion will prob- 
ably have to await action by Congress on 
the Kerr Bill (which was vetoed), or 
some similar bill restricting the power 
of the FPC to regulate rates and rate of 
return at the well. The big oil companies 
are holding back on the use of some 60 
trillion cubic feet of reserves until the 
matter of regulation is clarified. 

The financing pattern for the pipeline 
industry approximates 75 per cent debt 
and 25 per cent preferred and common 
stock. The industry feels that the low 
equity ratio is offset by sinking-fund pro- 
visions geared to retire debt in about 
twenty years and preferred stock in about 
twenty-five to thirty years. 


HE Supreme Court has ruled recently 

that Oklahoma could set prices at 
the well for conservation reasons, Bills are 
pending in the Texas legislature to raise 
the price to 10 cents, but seem unlikely 
to pass. Local consumers are still paying 
only about 4 cents, while the pipelines 
pay an average of about 7} cents. Only 
20 per cent of Texas gas is exported, 
hence if the price is raised this would 
add considerably to the cost of the 80 per 
cent used locally. Also the state Constitu- 
tion in Texas protects existing contracts 
against requirements of new legislation. 
However, the controversy over a 10-cent 
price is largely academic, because escala- 
tor clauses may soon raise the general 
cost level to 10 cents for the pipelines. 
But just as the rise to 74 cents was offset 
by using a 30-inch pipe to carry gas to the 
Northeast, so a rise to 10 cents could be 
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offset by using 36-inch pipes. Even at 10 
cents gas is far cheaper than oil or coal, 
Mr. Williams declared. 
* 
“Rights” Financing 

” 1949 and the first half of 1950, many 

subscription offerings to utility com- 
pany stockholders were placed on a com- 
petitive bidding basis, both as to price and 
compensation. This resulted in many of- 
ferings being priced very close to the 
market, and the rights having negligible 
value. After Korea there was a lapse of 
several months before equity financing 
was again actively pushed. The initial 
stock offerings in the fall, such as those 
of Consumers Power and Ohio Edison, 
were mostly at fixed prices (28 for both 
these stocks). In 1951 rights financing 
has again become active, but it is now less 
the practice to leave the price to competi- 
tive bidding. Thus the subscription price 
of West Penn Electric was recently fixed 
at 27, about 24 points below the prevail- 
ing market. Detroit Edison set a price 
of 20, about 3 points below the market, 
without an underwriting. Pacific Gas has 
been priced at 31, or 34 points below the 
market. The practice of permitting over- 
subscriptions is also becoming more 
popular. 

Since Korea, with the impact of higher 
a taxes on earnings, utility stocks have been 
less popular marketwise, though recently 
they have staged a modest comeback. 
Executives have wisely decided to follow 
a more conservative trend, for the time 
being at least, with their rights financing, 
in order to insure the success of offerings 
and not incur the risk of unpopular or 
unsuccessful underwritings, which might 
react unfavorably against them in the 


future. 
we 


EBS’ Views on Sale of the 
Washington Water Power 


” the review of holding company de- 
velopments in the last issue of the 
FORTNIGHTLY, page 367, the proposed 
sale of Washington Water Power by 
American Power & Light was discussed, 
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and reference was made to the conflict 
of opinion between Electric Bond and 
Share and American over the advisability 
of selling the interest in Washington to 
PUD’s and municipalities. To give both 
sides of the controversy, we summarize 
briefly the arguments advanced by Bond 
and Share at the SEC hearings. 

Bond and Share, which holds 7.8 per 
cent of the common stock of American, 
took the position that a deal of the magni- 
tude of the sale of the Washington Water 
Power Company property “should not be 
made in obscurity and secrecy” and em- 
phasized the “unwillingness of the man- 
agement of American to subject this deal 
to the scrutiny of the commission and its 
unwillingness to allow the full facts to 
meet the light of day.” Bond and Share 
stated that American had not really com- 
plied with the requirements of Rule 
U-44(c) but had filed a vague, indefi- 
nite, and incomplete notice which was no 
more than a notice of prospective nego- 
tiations and had withheld essential facts 
relating to the proposed disposition of the 
Washington Water Power Company. 


s examples of some of the things that 
American allegedly failed to show, 
Bond and Share mentioned the fee of 
$5,000,000 which was to be paid to pro- 
posed underwriters and a fee of $1,000,- 
000 or more to be paid to an alleged 
promoter. This was later admitted by a 
representative of the PUD’s who ap- 
peared at the proceedings before SEC and 
stated that the promoter was Guy C. 
Meyers, who had negotiated the sale of 
Nebraska Power Company to public pow- 
er districts, and had been negotiating with 
Howard L. Aller, president of Ameri- 
can, on the sale of the Washington prop- 
erties for three or four years. Bond and 
Share further pointed out that the notice 
did not indicate how American proposed 
to overcome the fact that the sale of prop- 
erties in Idaho to public utility districts 
organized under the laws of Washington 
would be illegal and that if such a sale 
were made, the properties would under 
Idaho law escheat to the state of Idaho. 
The sale, Bond and Share stated, might 
have a seriously adverse effect on power 
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clearly set forth the potential earning 
power of the Washington Water Power 
property and to indicate the effects of the 
Cabinet Gorge development and the 


supply in the strategically vital North- 
west area. 

Bond and Share laid considerable 
emphasis on the failure of the notice to 


e 


PRINCIPAL PUBLIC OFFERINGS OF UTILITY SECURITIES 
November 13, 1950, to March 7, 1951 
Price 
Amount To 


Gross 


Spread Offering Moody 


Date 


11/15/50 = 

11/15 

11/16 10 
4 


12/ 7/30 $6 
1/10/51 49 


11/15/50 $ 
11/16 
11/22 
11/22 


N 


BeanSuuss 


KNNWNWAMS 


11/22/50 
12/ 6/50 


* 
N 


Mill. 


Description 
Mortgage Bonds 
Atlantic City El. 1st 2%s 1980 
Michigan Cons. Gas Ist 3s 1975 
Louisiana P.&L. Ist 3s 1980 
Wisconsin P.S. 1st 23s 1980 
Central P.&L. Ist 3s 1980 
Southwestern G.&E. ist 23s 1980 
Union El. of Missouri Ist 24s 1980 
Metropolitan Ed. Ist 23s 1980 
El Paso Elec. Ist 2%s 1980 


1 
Southern Nat. Gas Ist S.F. 2%s 1980.... 
Cons. G.E.L.&P. Balt. Ist SF 23s 1986. . : 


Carolina P.&L. Ist 23s 1981 
Indianapolis P.&L. Ist 2%s 1981 
New England Pr. Ist 2%s 1981 
South. Cal. Edison Ist o 1976 
Cons. Edison Ist 3s 198 

Tenn. Gas Trans, Ist S. FF 3% 1971 


Debentures and Notes 


Cent. Ill. P.S. S.F. Deb. 23s 1970 
Commonwealth Ed. S.F. Deb. 2%s 2001. . 


Preferred Stocks 

Illinois Commercial Tel. 

Gulf Pr. $4.64 Pfd. 

ge ON 8, eer 
Kansas G.&E. $4.28 Pfd. 

Tide Water Pr. $1.35 Conv. S.F. Pfd. . 
Texas East. Trans. 4.50% Conv. Pfd. 
Metropolitan Edison 3.80% Pfd. ....... 
San Diego G.&E. 4.40% Pfd. (Par $20). 
Kansas-Nebr. Nat. Gas $5 Pfd 
Trans. Gas Pipe Line $2.55 Pfd. ....... 


Common Stock—Subscription Rights 
Pennsylvania Power & Light 
OES Oa 
Southern Natural Gas 

Indianapolis Pr. & Light 
Southwestern Public Service 
Southern Union Gas 

Central Illinois Light 
Kansas-Nebraska Nat. Gas 

Central Illinois E.&G. 

Lake Superior District Power 


101. 
101.25 


100.00 
101.34 


102.70 
21.00 
105.00 
52.00 


Common Stocks—Other New Money Sales 


Kansas Gas & Electric 


*Yield to maturity on bonds. 
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growth factor on Washington’s earning 
power. 

Referring to the history of American’s 
estimates of earnings in previous proceed- 
ings, Bond and Share stated that Ameri- 
can had consistently underestimated the 
earning power of its subsidiaries, includ- 
ing Washington, Whereas American had 
indicated doubt as to the ability of Wash- 
ington to obtain rate relief and had stated 
that in its opinion only minor benefits 
would be assumed to flow from the con- 
struction of the proposed 200,000-kilo- 
watt Cabinet Gorge plant, Bond and 
Share offered to prove that the develop- 
ment of the Cabinet Gorge plant together 
with other foreseeable changes in Wash- 
ington’s earnings would result in earnings 
for the common stock substantially more 
than twice the present level, which would 
be in excess of $6,000,000. On this basis, 
Bond and Share stated that the considera- 
tion to be received for the Washington 
stock was inadequate and pointed to the 
fact that American’s ideas of values as 
submitted to the commission, as well as 
its ideas of earning power, had consistent- 
ly been on the low side. 


Spice reference was made to the sale 
of Pacific Power & Light Company 
property in 1950. Bond and Share stated 
that American originally proposed to sell 
the Pacific common stock on the basis of 
a contract that might have produced not 
more than $10,000,000, that only after 
intervention of Bond and Share before the 
commission was a price of $16,125,000 
realized, and that even this price proved 
to be unreasonably low in view of the 
fact that not more than eight months after 
American sold Pacific, the purchasers 
sold approximately 60 per cent of the 
Pacific stock at the equivalent of a price 
of $24,500,000 for all of the stock of the 
company. 

During this period, Bond and Share 
stated, the Dow Jones utility average 
had, in fact, dropped several points. Pa- 
cific’s earning power, which had been 
about $1,300,000 for the twelve months 
ended November, 1949, and had been esti- 
mated at about $2,000,000 for 1950, had 
in fact proved to be some 35 per cent high- 
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er than the estimate.* It was clearly Bond 
and Share’s position that until and unless 
the facts about Washington’s potential 
earning power were fully developed, the 
stockholders of American were subject to 
the jeopardy of having their Washington 
Water Power Company stock sold out 
from under them to public utility districts, 
at what might seem to be a reasonable 
price on the basis of currently reported 
earnings but a price that might prove to 
be very much too low if the full facts 
about Washington’s potential earning 
power were disclosed at an open hearing. 

Following the hearings on February 
26th, the Securities and Exchange Com- 
mission announced that as a result of a 
2-2 split on the commission it was “not 
legally possible for the commission to give 
notice as specified in Rule U-44(c) (1) 
that a declaration should be filed with 
respect to the proposed transaction.” Mr. 
Aller said that the SEC decision left the 
sale question “completely up in the air 
and it is now impossible to say if or when 
there will be a sale.” 


nN March 6th, the Federal Power 
Commission announced that, acting 

in response to requests from the Wash- 
ington Public Service Commission, the 
public utilities commission of Idaho, the 
governor of Idaho, and the Spokane 
Chamber of Commerce, it had wired the 
Washington Water Power Company that 
the proposed sale of its assets or stock 
to public utility districts might involve a 
transfer of Federal Power Commission 
licenses which would require prior ap- 
proval of the Federal Power Commission 
and asked to be informed of all relevant 
facts. In the meantime, a number of suits 
have been commenced in the courts of 
Washington seeking to restrain the con- 
summation of the proposed sale on the 
grounds that the terms of the proposed 
sale are adverse to the interests of stock- 
holders, consumers, and taxpayers in 
Washington and illegal under Washing- 
ton and Idaho law. An injunction has 
been granted, until March 27th, at which 


*Possibly due in part to favorable hydro 
conditions. 
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time the case is to be heard before Judge 
B. B. Horrigan in the superior court at 
Colville, Washington. 

Of interest to stockholders in American 
Power & Light Company is the statement 
made at the hearing before Judge Horri- 
gan on March 7th by R. W. Beck of Beck 
and Associates, a New York engineering 
firm appearing for the PUD’s. Beck sub- 
mitted an affidavit stating that his firm 
valued the physical assets of Washington 
Water Power Company at more than 
$135,600,000 and that the PUD’s can pur- 
chase those physical assets from Ameri- 
can for $96,600,000. The difference of 
$39,000,000 is equivalent to $17 a share 
on the American Power & Light Com- 
pany stock. Beck’s statement would seem 
to support the position taken by Electric 
Bond and Share Company at the hearings 
before the Securities and Exchange Com- 
mission that the commission should make 
full inquiry into the adequacy of the con- 
sideration to be received by American 
Power & Light for the Washington Water 
Power Company stock. If the representa- 
tions of value of R. W. Beck and Asso- 
ciates before Judge Horrigan are realized, 
the value of American Power & Light 
common including cash on hand would 
be about $44 to $46 a share instead of 
the $27 to $29 a share deal which Ameri- 
can is seeking to make. 


es decision which raises serious 
questions about the proposed deal 
was handed down by the supreme court of 
the state of Washington on March 10th 
in the case of the PUD of Pend Oreille 
county versus the town of Newport, 
Washington, in which the court ruled that 
Newport was within its legal rights in 
withdrawing from the PUD and setting 
up its own utility plant. The decision of 
the court stated that there was no provi- 
sion in the statute “even intimating that 
a city or town which has been included 
within a public utility district is thereby 
deprived of the powers granted it .. . to 
acquire or construct its own utilities.” 
The effect of the decision is to enable 
Spokane to condemn any properties with- 
in the city which the PUD’s might seek 
to acquire or might have acquired. Gov- 
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ernor Langlie of Washington is reported 
to have predicted that the proposed deal 
would never be consummated and that 
“in the light of the court’s decision, any- 
body who would buy PUD revenue bonds 
for such a deal would be crazy.” 


* 


Natural Gas Reserves 


AS reserves in the United States at 
the end of 1950 were estimated at 
185 trillion cubic feet by a special com- 
mittee of the American Gas Association, 
compared with 180 trillion a year earlier. 
Extension and revisions of previous esti- 
mates resulted in a gain of over 9 trillion 
cubic feet, and new reserves discovered 
during the year approximated 3 trillion, 
making a total increase of 12, Production 
during 1950 fell somewhat short of 7 tril- 
lion, with a resulting 5 trillion net gain. 
Natural gas liquids reserves increased 
from 3.7 billion barrels to 4.3 billion, a 
gain of 16 per cent. The gain in natural 
gas reserves was the smallest in some 
years, indicating perhaps that within the 
next two or three years, with increasing 
output, reserves may stabilize. Should no 
further important reserves be discovered, 
and production continue at the present 
rate, reserves of natural gas would be 
good for twenty-seven years, and of nat- 
ural gas liquids for nineteen years. 
Reserves of natural gas in Texas 
showed a net increase of over 3 trillion 
cubic feet, and at the end of the year 
constituted 55 per cent of the U. S. total. 
Louisiana, the number two state with 28.5 
trillions, also showed a fair-sized gain. 
However, other leading states such as 
Kansas and California lost ground slight- 
ly, and Oklahoma’s gain was negligible. 
Proved reserves of liquid petroleum 
gas and natural gas climbed to new highs 
by the end of last year. This was the 
finding of the American Petroleum In- 
stitute and the American Gas Associa- 
tion, which make annual reports on the 
status of liquid petroleum and natural 
gas reserves of the nation. Proved re- 
serves of liquid petroleum gas incre 
to 4,267,663,000 barrels from 3,729,012,- 
000 barrels at the start of last year. 
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RECENT FINANCIAL DATA ON GAS COMPANY STOCKS | 
rice- 


3/7/51 Indicated ——Share Earnings#QH[— Earn 
Price Dividend Approx. Cur. Prev. %In- ings 
About Rate teld Period Period crease Ratio 


Natural Gas—Retail 
Arkansas Natural Gas $ .60 4.4% $1.26d* $1.44 10.7 
Atlanta Gas Light 1.20 5. 186d 1.90 
Central Elec. & Gas 80 1.06d 98 
Columbia Gas System 80 1.19d 87 
Consol. Gas Util. ......... 75 1.50) 1.53 
Consol. Nat, Gas 2.00 5.03d 
Equitable Gas 1.30 
Houston Nat. Gas : 
Indiana Gas & Water 1.20 
Kansas-Neb. Nat. Gas .... 1.10(c) 
Laclede Gas . 
Lone Star Gas 
Minneapolis Gas 

Mission Oil 

Mobile Gas Service 
Montana-Dakota Util. .... 
National Fue] Gas ........ 
National Gas & Oil 

Okla. Natural Gas 

Pacific Lighting 

Pacific Pub. Serv, ........ 
Peoples Gas L. & Coke ... 
Rio Grande Valley 
Rockland Gas 

Southern Union Gas 
Southwest Nat. Gas 
United Gas 

Washington Gas Light .... 
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Natural Gas—Wholesale and Pipeline 
American Natural Gas .... 29 
Commonwealth Gas 

El Paso Nat. Gas 

Interstate Nat, Gas 

Mississippi Riv. Fuel 
Missouri-Kansas P. L. .... 
Mountain Fuel Supply .... 
Northern Nat. Gas 

Panhandle East. P. L. .... 
Southern Nat, Gas 

Tenn. Gas Trans, ......... 
Texas East. Trans. ....... 
Texas Gas Trans. ......... 
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Averages 
Manufactured Gas—Retail 
Bridgeport Gas 
Brockton Gas Lt. ......... 
Brooklyn Union Gas 
Hartford Gas 
Havernild Gas LA. 2... 000% 
Jacksonville Gas 
Kings County Ltg. ........ 
New Haven Gas Light .... 
Providence Gas 
Seattle Gas 
South Jersey Gas 
United Gas Improvement. . 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, 
AND WATER COMPANIES on 
3/7/51 Indicated ——Share Earnings Bore 
Price Dividend Appres- Cur. Prev. In- ings 
Rate teld Period Period crease Ratio 
Communication Companies 
Bell System 
Amer. Tel. & Tel. ........ 
Cinn, & Sub, Bell Tel. .... 
Mountain Sts. T. & T. .... 
New England Tel. ........ 
Pace Te. @ TE. ......0. 
So. New Eng Tel. ........ 


Averages 


Independents 
Central Telephone 
General Telephone 
Se SE 
= errr 


ransit Companies 

Chicago S.S. & S.B. ...... 
oS Sp eee 
Dallas Ry. & Term. ....... 
Duluth Sup. Trans, ...... 
Greyhound Corp. ........ 
Los Angeles Transit 

Nat. City Lines 

St. Louis P.S. A 

Syracuse Transit 

United Transit 


COnn|mAOw 


wn" 


D12% 10.4 
43 110 
— 92 
— 80 


NN 


ONMNO 
|SeSee\SeS RESe 


| 
z 


D35% 13.2 

oy Ea 
D39 
80 
D3 
D10 
Dil 
D31 
D13 
246 


Sy9 
Sow 


— — 
SN © 90 90 
MnO Www 


N 
— 


O 
O 
O 
O 
S 
O 
S 
O 
O 
O 


c 


Averages 


Water Companies 
Holding Companies 

Amer. Water Works 

N.Y. Water Service 


Operating Companies 
Bridgeport Hydraulic 
Calif. Water Serv. ....... 
Elizabethtown Water 
Hackensack Water 
Indianapolis Water 
Jamaica Water Supply .... 
Middlesex Water 
New Haven Water 
Ohio Water Service 
Phila. & Sub. Water 
Plainfield Union Wt, ..... 
San Jose Water 
Scranton-Spring Brook ... 
Southern Cal. Water 
Stamford Water 
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$1.57d* $1. D12% 20.4 
2.52d ! 7 ‘ 
6.96d D17 
3.35d* 2. 20 
1.33d* 1. D6 
2.33d 

4.87d* 

3.25d 

1.67je 
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5.9% 


D—Deficit. C—Curb Exchange. O—Over-counter or out-of-town exchange. S—New York 
Stock Exchange. *Based on average number of shares outstanding. **Also 25 per cent stock 
dividend. #In order to facilitate comparisons, earnings are calculated on present number of 
shares outstanding, except as otherwise indicated. (a) Stock dividend of 50 per cent payable 
July Ist, and cash of 10 cents payable same date (on new stock) : 25 cents paid in 1949. (byAlso 
10 per cent stock dividend. (c) Also Ae cent dividend. d*—December, 1949. je—June. 
ju—July. ag—August. s—September. ctober. n—November. d—December. 
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What Others Think 


Gas and Defense Controls 


HE San Joaquin Valley Oil Pro- 
ducers Association recently received 
a first-hand report on the progress of oil 
and gas defense controls in Washington 
from Bruce K. Brown, deputy petroleum 
administrator for defense. Brown, an 
oil industry executive, serving in the top 
oil and gas industry control post, devoted 
his remarks to two subjects: (1) the 
present organizational accomplishments 
of the Petroleum Administration for De- 
fense; and (2) the number one material 
problem of both the oil and gas indus- 
tries—steel. 
On the subject of the gas industry, 
Brown stated that: 


PAD has defense responsibilities 
also for the production, transmission, 
and distribution of gas, both natural 
gas and manufactured gas. The pro- 
duction of natural gas goes hand in 
hand with the production of crude oil. 
Practically all oil wells produce nat- 
ural gas in some quantity—in fact, 
many so-called oil wells produce more 
gas than oil. There are some so-called 
“dry gas fields,” but for the most part 
the production of gas and oil are in- 
extricably interwoven. The so-called 
average “wildcatter” has only a “one- 
in-nine chance” of finding something 
valuable at the bottom of the hole he 
drills—and even then he cannot pre- 
dict whether the lucky strike will be 
oil or gas. 

The business of transmitting and 
distributing natural gas has grown 
enormously since the close of World 
War II and natural gas is being sub- 
stituted more and more for the manu- 
factured product. Measured in British 
thermal units, which are a common 
denominator for the heating value of 
oil, gas, and coal, the gas industry has 
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now risen to a size where it represents 
almost half as much useful heat to the 
country as does liquid petroleum itself. 
PAD has defense mobilization re- 
sponsibilities for the scores of gas 
pipelines and the hundreds of distribu- 
tion operations of the gas industry 
throughout the United States, as well 
as for the gas manufacturing opera- 
tions conducted by the utility com- 
panies. 


E then traced the organizational pat- 
tern of the PAD control structure : 


Because of the size and complexity 
of the domestic oil industry, the 
foreign oil industry, and the gas indus- 
try, the Petroleum Administration for 
Defense is organizing itself along the 
several lines or patterns that are fol- 
lowed by the enterprises which it must 
administer from the defense stand- 
point. For example, since so many 
thousands of oil businesses specialize 
solely in the production of crude oil for 
sale to others, it is logical enough that 
we should have in PAD a special “Pro- 
duction Division” to care for produc- 
tion problems, whether they be the 
problems of an independent producing 
company or the problems of the pro- 
duction department of an integrated 
oil company. And so with all of the 
other functions of the industry and of 
PAD. Our supply and transportation 
division must be prepared to deal not 
only with national supply and trans- 
portation problems, but also with the 
problems peculiar to an enterprise that 
is interested only in transportation of 
oil; for example, a common carrier 


pipeline company. 
He continued : 
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Just as some oil companies specialize 
in producing or refining foreign oil, so 
in PAD we find it necessary and de- 
sirable to establish separate divisions 
to deal with foreign oil problems. The 
same principle applies in the case of 
the gas industry. We are currently 
establishing a separate set of divisions 
to handle the materials problems and 
the programming problems involved in 
the transmission and distribution of 
gas. 

Brown went on to point out that it is 
the purpose of the PAD to secure that 
degree of mobilization required of the oil 
and gas industries for the purposes of 
the present mobilization program with 
as little regimentation as is humanly pos- 
sible. “We intend to issue as few orders 
and directives as we can possibly do 
with,” he noted, “because we believe that 
the industry has the strength, ingenuity, 
patriotism, and enlightened self-interest 
necessary to fully discharge its functions 
under the defense program, if it is given 
reasonable freedom of action and enough 
materials and man power to do the job.” 


H* then outlined the reasons for the 
newly formed PAD departments: 
(1) One of the first objectives was to 
organize a competent materials division 
to marshall the material needs of the oil 
and gas industry and to make vigorous 
representations to the National Produc- 
tion Authority so that the oil and gas 
industry might obtain the materials it 
needs to do the job. PAD’s authority 
over the allocation of materials is sub- 
ordinate to that of NPA. PAD’s job is 
to claim properly from NPA the mini- 
mum amounts of materials that are re- 
quired, and then to see that they are dis- 
tributed fairly. (2) To mobilize petro- 
leum and gas for national security, a 
firm program was needed—a “pro- 
gram” based on sound data, for the pro- 
duction, transportation, refining, and dis- 
tribution of the petroleum and gas 
products required by the military and by 
the civilian populations of the United 
States and our allies. Projects that fall 
properly within such a program need our 
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support. Projects which cannot properly 
fall within the program should not be 
permitted to use up valuable construction 
materials in times such as these. 

The development of a program re- 
quires much data and precise judgment. 
Of course, the program itself must 
change from day to day but it must al- 
ways provide for all of the eventualities 
of a full mobilization of the allied world 
and a possible world conflict. For this 
reason, a program division was organized 
at the same time as was a materials divi- 
sion. The job of the materials division 
is of course to get materials, and the job 
of the program division is to provide a 
series of yardsticks against which all 
types of projects and plans can be mea- 
sured. .. . The program division must 
work very closely with the military 
authorities in order that we may take into 
account properly the estimated military 
requirements for petroleum products and 
gas. The materials division and the pro- 
gram division are intended to serve both 
domestic and foreign oil, and also to serve 
the gas industry. (3) A supply and 
transportation division has already 
proved to be of great utility and has im- 
portant tasks before it. 

(4) As yet there is no division con- 
cerned with distribution and marketing, 
although the materials division does 
have specialists available to handle prob- 
lems of the marketers with respect to 
equipment. If such a division is needed 
later, it will be organized. While there 
has not yet been activated a division to 
handle man-power problems, nor a divi- 
sion to handle system security prob- 
lems, such divisions may soon be formed. 

(5) To administer defense responsi- 
bilities with respect to the transmission 
and distribution of gas, both natural and 
manufactured, there has been appointed 
still another assistant deputy administra- 
tor, and there will be special divisions of 
PAD to handle gas transmission and gas 
distribution problems. 


A“ of these operating activities are 
supported by the usual and neces- 
sary staff activities. For example, there 
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is an administrative division, a public in- 
formation division, and a legal division. 

(6) Finally, a special division has 
been established under the title “Office 
of Finance Counselor.” This organiza- 
tion will provide expert counsel and ad- 
vice to our operating divisions and to the 
deputy administrator concerning prob- 
lems involved in recommendations for 
certificate of accelerated tax amortization, 
defense loans, and certifications to the 
Defense Department of extraordinary 
expense that may be incurred by petro- 
leum refiners at our request in producing 
increasing quantities of special military 
products. 

Brown then turned to the all-impor- 
tant steel question. He stated: 


When an individual citizen needs 
petroleum in any form, he can get it 
only by paying cash for it. However, 
when the economy of the United States 
as a whole needs petroleum in any 
form, it must use a different currency 
to purchase it. The transactions be- 
tween individuals are carried out in 
paper dollars backed by gold and sil- 
ver. On a national basis, the currency 
is STEEL. Steel for oil and gas wells, 
gathering lines, pipelines, tankers, 
barges, refinery expansions and re- 
placements, and tanks and terminals. 

If steel is not provided for the 
petroleum and gas industries, the 
needed products cannot be forthcom- 
ing. We must pay for our oil and gas 
with steel coins. It is just as simple as 
the Chinese laundryman put it—“no 
tickee, no washee.” 

Over a 20-year history it has been 
found that we can bring to the surface 
roughly one barrel of oil for every 
pound of steel “invested” in oil coun- 
try tubular goods. 


E commented that one of the most 
H difficult, possibly the most difficult 
and important, of all of the tasks facing 
defense mobilization officials is that of 
controlling the usage of steel in such a 
manner as to get the most good out of it 
for the over-all program. Brown has 
heard it said that not more than 75,000,- 
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000 tons of finished steel shapes can be 
made available this year, and that 15,000,- 
000 tons will be required for direct mili- 
tary projects. He noted that the petro- 
leum and gas industries need more than 
11,000,000 tons, and he has also heard 
that oil and gas plus power, plus trans- 
portation, plus atomic energy work, and 
plus farm machinery and food packaging 
will require over 30,000,000 tons. Re- 
gardless of the accuracy of these particu- 
lar figures, Brown ventured a guess that 
not more than two-thirds of the steel de- 
sired for uses other than those can pos- 
sibly be made available this year. 
Brown concluded : 


Concerning all this I can only say— 
first . . . if the steel supplied to our 
industries is not kept flowing to them, 
then the oil and gas programs cannot 
be carried out and—second, that I be- 
lieve that the allocating authorities 
know this and will do their best to 
keep the supply coming to us. Con- 
trasting our steel position now with 
the steel position in which we started 
when World War II commenced, I 
can note two important differences— 
one favorable and one unfavorable. 

The favorable difference is that 
Defense Department officials seem 
thoroughly alert to our steel problem 
—which they were not before. They 
can be counted on for their support in 
the scramble for materials. The un- 
favorable difference is this—we started 
into World War II with a comfortable 
backlog of excess capacity to produce 
crude oil. The failure during the war 
years to maintain an adequate drilling 
program did not make itself wholly 
felt in petroleum supply until the mid- 
dle of 1945. This time there is no 
such backlog. 


| ogee to sustain an adequate drill- 
ing program would be felt almost im- 
mediately in this emergency. The 
Petroleum Administration has con- 
vinced the National Production Author- 
ity that it must drill 43,400 wells this 
year and that 1,890,000 tons of oil coun- 
try tubular goods must be made avail- 
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able to do the job. The National Produc- 
tion Authority is providing a program 
for the mills to roll at that rate beginning 
in April, 1951, and one of PAD’s jobs is 
to work with NPA to make certain that 
those rollings continue in subsequent 
months. In codperation with NPA it is 
developing detailed mechanisms for the 
equitable distribution of oil country 
tubular goods to operators commencing 
in July. It is also developing detailed 
mechanisms for emergency relief for op- 
erators lacking strings of pipe to complete 
wildcat wells in the period prior to the 
application of the over-all plan. It hopes 
to be able to announce the full details on 
these plans within thirty days. 
He added that: 


The petroleum and gas industries 


need steel for many other purposes— 
in fact, the tonnage required to keep 
the new supplies of crude oil and gas 
flowing to the surface from the under- 
ground reservoirs is only about one- 
sixth of the industry’s total direct 
needs for steel. However, on the prin- 
ciple of “putting first things first,” 
PAD gave first attention to oil coun- 
try tubular goods and the most critical 
items of steel equipment needed at the 
well head; plus, of course, the neces- 
sary materials needed for “MRO” 
(maintenance, repair, and operation) 
for the entire oil and gas indus- 
tries. Now [PAD] must press for- 
ward with programs for refinery and 
pipeline construction, and for other 
essential needs. 
—D.T.B. 





Co-op Taxation Regulation 


gona for the imposition of state 


income taxes on cooperatives com- 
peting with private business have been 
raised as issues in several state legisla- 
tures this year, but with negative results 
thus far, a survey reveals. 

While the current-year trend follows 
a general coolness which state law-mak- 
ing bodies have accorded such proposals 
in past recent years, the issue significant- 
ly assumed major proportions this year 
in at least two agricultural states—Colo- 
rado and Montana—and indications are 
that the tax status of codperatives will 
continue to be a live future issue in the 
states as well as in Congress. 

Following one of the most bitter and 
protracted controversies of the 1951 
state legislative session in Colorado, the 
state senate rejected a proposal to impose 
the state income tax on codperatives and 
other similar groups. The proposal, in 
the form of an amendment to an income 
tax revision bill, would have removed 
the present state income tax exemption 
status of farm and REA codperatives, 
credit unions, and building and loan as- 
sociations. 

During legislative debate and a public 
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hearing on the issue in Colorado, it was 
charged that codperatives have grown to 
huge proportions, enjoying a privileged 
tax status while actively competing with 
private business. In reply, spokesmen 
for the codperatives denied they are 
dodging taxes and contend they operate 
primarily to provide goods and services 
for members at cost rather than for profit. 


Pyne rejecting the co-op tax 
proposal, the Colorado senate 
passed and sent to the house, where it 
was pending at this writing, a resolution 
calling for a study of codperatives in the 
state to determine whether they should 
be brought under the state income tax. 
Prior to its senate passage, the resolu- 
tion was amended to say that it was the 
consensus of the legislature that a tax 
should be imposed on any profit made 
and retained. 

If approved by the Colorado house, the 
resolution would set up a 9-member com- 
mittee composed of members of both 
branches of the state legislature to hold 
hearings and subpoena records in order 
to gather data on any type of tax ex- 
emptions enjoyed by any group. The 
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committee would report its findings and 
recommendations to the next Colorado 
legislative session in January, 1952. 


BILL to make cooperatives subject to 
Montana’s 3 per cent state corpora- 
tion income tax was killed by the state 
senate after it had been approved by the 
house. It was defeated in the senate only 
after Lieutenant Governor Paul Cannon 
voted against the measure to break a 27- 
27 tie vote. 

The Montana bill, as approved by the 
house, would have amended the state 
corporation income tax law to include 
cooperatives ; income of labor organiza- 
tions other than from dues, fines, initia- 
tion fees, and benefits; income from 
profit-making properties of corporations 
organized exclusively for religious, 
charitable, and educational purposes. 

Before being rejected by the Montana 
senate, the bill had been amended in com- 
mittee so that the tax would not apply to 
Rural Electrification Administration co- 
éperatives during their amortization 
period. It also was amended to specifi- 
cally exempt building and loan and sav- 
ings and loan associations, and would 
have exempted farm codperative patron- 
age dividends paid out in cash. The 
amendments broadened the bill’s scope, 
however, to include the income from 
commercial real property owned by any 
of 10 classes of exempted organizations, 
including labor unions, churches, educa- 
tional institutions, charitable institutions, 
and hospitals. 

A bill introduced in the Kansas legis- 
lature would require codperatives to pay 
state income taxes on earnings or sav- 
ings not distributed to patrons within 105 
days. 

The measure was pending in the 
Kansas house at this writing and was not 
expected to get far. Similar bills have 
been rejected repeatedly by past ses- 
sions of the Kansas legislature. 

An interim state legislative committee 
which studied Wisconsin’s tax structure 
proposed that codperatives and other 
nonprofit organizations be required to 
file “information” reports on their busi- 
ness. 
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The issue of taxation of codperatives 
was brought before the Minnesota legis- 
lature in the form of a resolution to 
memorialize Congress and the President 
to oppose any Federal measure which 
might alter the present tax status of co- 
Operatives. A public hearing on the reso- 
lution produced an airing of the widely 
publicized pro and con views on the issue, 
with final legislative action on the mat- 
ter not yet taken at this writing. 


ORE and more is being said about 

the prospects of co-op income taxa- 

tion in the near future. Recently, God- 

frey N. Nelson, outstanding tax author- 

ity, covered the subject in The New York 
Times as follows: 


Opinions are crystallizing in favor 
of the taxation of codperative business 
organizations. Some years ago when 
this column recommended the elimina- 
tion of the tax exemption of codpera- 
tives the reaction from some of those 
affiliated with such corporations was 
nothing short of vehement. 

The tax preferment of these organi- 
zations has been regarded as a sort of 
permanent subsidy. This conception 
is now changing. While the great need 
of revenue has no doubt contributed to 
the change of attitude, the most impel- 
ling factor is probably the phenomenal 
growth of cooperatives in recent years. 
It has been estimated that their volume 
of sales in the last decade has increased 
fivefold—from $2 billion to $10 billion 
a year. 

The current amount of tax-free or 
partially tax-free competitive busi- 
ness, which is still expanding, could 
not remain unrecognized indefinitely. 
In justice to a few codperatives, how- 
ever, it should be said to their credit 
that they have voluntarily become tax- 
payers. On the other hand, the vast 
expansion of those retaining the tax- 
free status makes it almost imperative 
that the tax-exemption privilege should 
be eliminated, thus removing the un- 
justifiable competitive tax advantages. 


According to Nelson, a number of tax 
authorities have come out definitely 
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against the exemption of codperatives, 
mostly upon grounds of equity. And this 
applies to the taxation of all income of 
such organizations, whether accumu- 
lated or distributed. “Tax gratuities, or 
subsidies, in favor of worth-while social 
experiments, such as cooperatives, may 
have been sound and desirable under the 
low tax rates prevailing during the first 
two decades of the income tax. They 
cannot be justified, however, in the 
political, economic, and tax climate of 
the fifties,” said Roswell Magill, and Al- 
len H. Merrill in an article entitled “The 
Taxable Income of Cooperatives,” ap- 
pearing in the December, 1950, issue of 
Michigan Law Review. 

“Statutory exemptions of corpora- 
tions from income taxation,” said the 
authors, “rest on broad questions of 
social policy, not on close legal analysis. 
The question of granting or denying an 
exemption is essentially one for the legis- 
lator or citizen, not for the lawyer.” In 
times like these, they observed, “when 
many taxable corporations and _ indi- 
viduals must yield to the government 
more than half of all they make,” the 
statute seems to contain too many exemp- 
tions. 


} gota the theory and practice of 
codperatives, the authors explained 
the operation of net margins and patron- 
age dividends, both of which they hold 
to be properly taxable. 

Mr. Nelson, in his Times article, fur- 
ther stated : 


A much broader and more detailed 
treatment of tax exemptions in gen- 
eral is contained in “The Economic 
Consequences of Tax Exemption” by 
O. Glenn Saxon, professor of eco- 
nomics at Yale University. In respect 
of codperatives, Professor Saxon takes 
the position that claims for exemption 
of their income are fallacious; that 
“every mutual organization, regard- 
less of its legal status, that escapes the 


Federal income tax by total exemp- 
tion under the Internal Revenue Code 
or by partial exemption under Trea- 
sury rulings, contends that it is a non- 
profit organization”; that as such “it 
claims that it has little or no gross or 
net income subject to the tax.” 

Professor Saxon’s position is that 
the Congress has failed “to establish 
mandatory standards” to guide the 
Treasury in the interpretation of the 
law; that the Treasury has made 
rulings having the force of law by 
which organizations, not exempt by 
provision of the code, are permitted to 
exclude from their gross receipts or 
gross income so-called patronage divi- 
dends “which the economist, the ac- 
countant, the businessman, and any 
logical person would classify as a part 
of the receipts or gross incomes of 
such organizations.” 

Another treatment of the subject is 
a paper by Harry G. Guthmann, pro- 
fessor in the School of Commerce, 
Northwestern University, which will 
appear in the Journal of Finance of 
American Finance Association, Chi- 
cago, Illinois. This paper, entitled 
“Competition from Tax-exempt Busi- 
ness,” stresses the competitive advan- 
tages enjoyed by codperatives as com- 
pared with ordinary business corpora- 
tions, 

Professor Guthmann shows by 
tables that an exempt cooperative in 
the retail grocery business could charge 
its customers 1.2 per cent less than a 
competing business corporation and 
make as much for its stockholders be- 
cause it has no Federal corporation in- 
come tax ; in the farm implement busi- 
ness it could charge 8.6 per cent less; 
in the oil business it could charge 3.3 
per cent less; and in the electric util- 
ity business, 6.3 per cent less. 


The House Ways and Means Com- 
mittee held recent hearings on taxation 
of co-ops. 
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The March of 


Events 


In General 


EEI Sales Conference 


WIDELY diversified program that 

will attempt to answer some of the 
major questions involving supply, man 
power, and marketing, which face the 
sales executives of the electric light and 
power industry will be presented at the 
seventeenth annual sales conference of 
the Edison Electric Institute, to be held 
on April 2-5, 1951, at the Edgewater 
Beach hotel, Chicago. 

Outstanding figures in the industry, 
from manufacturers and utilities, will dis- 
cuss the general perspective and the 
problems particular to each of the indus- 
trial, commercial, and residential mar- 
kets, respectively, in the four EEI sec- 
tion-sponsored meetings to be held on 
April 3rd. 

Nationally prominent speakers, includ- 
ing Merryle Rukeyser, Dr. Lillian Gil- 
breth, Tom Collins, and Dr. David Guy 
Powers, will deal with the customer 
aspects of the industry at the conference 
general sessions, scheduled to convene 
on April 4th. 

The 4-day meeting will conclude on 
April 5th with the general luncheon at 
which Louis V. Sutton, president of the 
Carolina Power & Light Company and 
president of the institute, will address 
the delegates. 


Seeks Court Review of 
FPC Orders 


eae, Gas TRANSMISSION 
Company has appealed to the 
third circuit court of appeals at Phila- 
delphia for the right to present proof to 
its contention that New England can 
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best be served by a single integrated 
natural gas pipeline rather than by two 
pipelines as authorized by the Federal 
Power Commission. 

Together with Tennessee Gas Trans- 
mission Company, its parent company 
and principal gas supplier, Northeastern 
seeks to have the court review FPC 
orders which rejected Northeastern’s 
request to serve the entire New England 
market. The commission last month au- 
thorized Algonquin Gas Transmission 
Company of Boston to sell natural gas 
to local distributors in parts of Connecti- 
cut, Rhode Island, New Jersey, and 
Massachuetts, including Boston. 

The commission earlier had author- 
ized Northeastern Gas Transmission 
Company to serve natural gas to com- 
munities in other parts of Connecticut, 
Massachusetts, and New Hampshire. 

The recent authorization was one of 
three related commission decisions. The 
others permit United Gas Pipe Line 
Company, a gas gathering concern, to 
reinforce and enlarge its delivery capac- 
ity to meet increased demands, includ- 
ing new sales to Texas Eastern Gas 
Transmission Company, and authorize 
Texas Eastern to build a 30-inch, 791- 
mile line from its connection with United 
at Kosciusko, Mississippi, to a point 
near Connellsville, Pennsylvania, to sup- 
ply Algonquin and others. 

According to Gardiner Symonds, 
president of Tennessee and chairman of 
Northeastern, the FPC’s refusal to hear 
Northeastern’s evidence can cost gas 
consumers in New England more than 
$3,000,000 annually in higher rates and 
the unnecessary use of 50,000 tons of 
steel because of duplicating pipelines. 
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Arizona 


Rate Study Authorized 


HE state legislature has authorized 
the state corporation commission 
to make a study of public utility rates 
and appropriated $50,000 to finance the 
venture. The senate completed legisla- 
tive action on the bill early this month. 
Under provisions of the proposition, 
the commission is empowered, with the 
approval of Attorney Fred O. Wilson, 
to employ auditors, engineers, and other 
personnel. All claims for expenditure of 
money in the project also must have the 
attorney general’s approval. 


The study would cover the rates of 
telephone, electric, gas, and water com- 
panies. 

The $50,000 would come from the 
taxes paid by the utilities for regulatory 
purposes. However, after the legislature 
levied the special impost, nearly ten 
years ago, it did not appropriate—until 
now—money for the work. 

The rate survey bill was one of a num- 
ber adopted by the senate. Among the 
others is the new blue sky law for Ari- 
zona. It would give the state commission 
full powers to govern the issuance and 
sale of stocks to the general public. 


Indiana 


Governor Signs Utility Bills 


Ppp Schricker recently signed 
into Indiana law a bill which makes 
advertising public utility rate increase 
petitions mandatory in newspapers of 
cities and towns affected. 


> 


The governor has also signed a bill 
amending the Rural Electrification 
Membership Corporation Act to provide 
that such groups may remain in opera- 
tion after the city or town which they 
serve rises over 1,500 in population. The 
new law makes other clarifications. 


Massachusetts 


Governor Recommends Gas 
Safety Program 


Fo Ayo message was sent to the 
state legislature early this month 
by Governor Dever recommending a 
6-point program for safety measures to 
be used and regulated by the state de- 
partment of public utilities after natural 
gas is introduced in the state this year. 

“It appears that certain precautions 
are necessary,” the governor said. He 
pointed out that the gas is odorless and 
is transmitted through pipes at great 
pressure up to 750 pounds a square inch, 
with a pressure of about one-fifth of a 
pound at the jets in homes. 

The governor listed the dangers as 
fire, explosion, and leakage without de- 
tection. 

Asserting that until the Federal Pow- 
er Commission acts, the states must take 
their own precautions, Governor Dever 


recommended the following six points: 

1. Exclusive authority to regulate and 
control in the interest of public safety 
should be given the department of public 
utilities. 

2. The department should be given 
powers and duties of establishing engi- 
neering standards and specifications for 
transmitting and distributing the gas. 

3. It should be able to regulate trans- 
mission as well as introduction of ele- 
ments to make the gas detectable by its 
odor in case of leaks. 

4. The department should be given 
means and personnel to inspect facilities 
to see if its regulations are being 
observed. 

5. Means of enforcing its rules and 
regulations should be given the depart- 
ment. 

6. The utility systems involved should 
be assessed the full cost and expense of 
the required regulation. 
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THE MARCH OF EVENTS 
New Jersey 


Increased Bus Fare Authorized 


TS New Jersey Board of Public 
Utility Commissioners recently au- 
thorized the Public Service Codrdinated 
Transport Company to increase its bus 
fare from 5 to 7 cents a zone on a tem- 
porary basis. The board’s order to the 
company, which handles 80 per cent of 
the state’s highway passenger trans- 
portation, restored the 2-cent fare in- 
crease it had first granted May 7, 1948. 
Last July, however, the state supreme 
court set aside the increase on the ground 
it had been improperly authorized. It 
ordered a return to 5 cents a zone for 
intrastate fares. 

Since that time the company had ap- 
plied for a temporary 8-cent fare, claim- 
ing that a 5-cent charge per zone left it 
with an annual deficit of $3,900,000. 

“Tt is obvious from a study of the rec- 
ord,” the board said, “that the existing 
basic zone fare is insufficient and that a 
temporary basic zone fare of 7 cents 
would not be more than sufficient.” 


New Basis for Rate Increases 
Sought 
NEW basis for granting rate in- 
creases, changes, or alterations by 
the state public utilities commission to 
bus companies would be granted by a 
bill introduced in the state legislature 
this month by Assemblyman Frank W. 
Shershin, Passaic Republican. 

The bill would empower the commis- 
sion to adopt the “operating ratio” yard- 
stick for the determination of rates for 
bus companies with relatively low capital 
structures. The carriers would be enti- 
tled to a net income of not less than 10 
per cent of total operating revenues. 

Assemblyman Shershin said the meth- 
ods prescribed by the state supreme court 
in the Public Service Case for determin- 
ing a fair return on invested capital 
would force independents out of the bus 
business. Such a yardstick is all right 
for big utilities, but the capital struc- 
tures of independents are so low that it 
cannot be applied, Shershin said. 


* 
Pennsylvania 


Increased Rates Filed 


N a notice to all customers of West 
Penn Power Company recently, 
President P. H. Powers announced that 
steadily mounting costs have forced the 


company to increase its electric rates. - 


“Accordingly,” he said, “we are filing 
with the Pennsylvania Public Utility 
Commission new, increased rates for our 
residential, commercial, industrial, mu- 
nicipal, and other customers, to become 
effective with the first full month of 
service rendered after April 29, 1951. The 
increase will amount to $4,500,000.” 


West Penn serves 316,500 customers 
in all or part of 18 western and central 
Pennsylvania counties, including fringes 
of Allegheny county outside of metro- 
politan Pittsburgh, Armstrong, Butler, 
Cameron, Centre, Clarion, Clinton, Elk, 
Fayette, Greene, Huntingdon, Indiana, 
Jefferson, Lycoming, McKean, Potter, 
Washington, and Westmoreland coun- 
ties. The over-all increase in prices is 
slightly less than 10 per cent. However, 
it will be more or less for different types 
of customers and for individual users, 
depending on their particular uses of 
electricity. 


Texas 


Telephone Bill Introduced 


As to place telephone companies 
under state railroad commission 
regulation was introduced in the state 
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legislature recently by Representative 
Barnhart of Beeville. 

Under the bill, the commission would 
regulate charges on long-distance calls 
within the state. Cities would continue 


MAR, 29, 1951 





PUBLIC UTILITIES FORTNIGHTLY 


to regulate local rates, but follow the 
commission’s advice in separating local 
and long-distance revenues. 

State rate experts would help cities, 
on request. The companies would pay 
for the new regulatory division. 

The bill was based on findings of the 


Texas Legislative Council. Representa- 
tive Barnhart said it would lead to equal- 
izing interstate long-distance charges, 
now higher than interstate calls for a 
similar distance. Uniformity of rates 
among Texas cities of similar size also 
would result, he said. 


Virginia 


Co-op Allowed to Take 
REA Loan 


HE state corporation commission 

reversed itself recently and decided 
the Craig-Botetourt Electric Codpera- 
tive could use borrowed money to finance 
wiring and electric appliances for its 
members. It vacated and set aside its 
order of January 22nd by which, with- 


out a hearing, it decided that this was 
not one of the purposes defined by law 
for which a utility could borrow. 

The commission’s order of March 6th 
said the co-op could accept a $53,351.48 
loan from the Rural Electrification Ad- 
ministration and in turn lend it to farmers 
to wire their homes and obtain “machin- 
ery, equipment, and appliances for the use 
of energy supplied by the applicant.” 


Washington 


Power Bill Killed 


OVERNOR Langlie’s power bill was 

killed in the state senate, 24 to 20, 
recently after an argument that split 
party affiliations. The senate coalition 
broke wide open when the eight inde- 
pendent Democrats left the Republicans 
to vote with the main body of Demo- 
crats. The measure would have imposed a 
license fee of a half of one per cent on 


the power bills of all ultimate consumers 
of electricity in the state. 

Senator William Shannon, cosponsor 
of the bill, said the revenue from the fees 
would have been used to finance steam- 
generating plants to “firm up” Pacific 
Northwest power during low water-level 
periods. The plants would have been op- 
erated by the state power commission, 
authorized by the 1949 legislature. 


Wyoming 


Telephone Rates Increased 


HE state public service commission 

last month granted the Mountain 
States Telephone & Telegraph Company 
a rate increase designed to increase its 
revenues $475,000 a year. 

The increased rates, effective March 
lst, are intended to attract more invest- 
ment capital. 

The commission stated that an in- 
crease granted in 1948 to bring the tele- 
phone company $175,000 more revenue 
had failed to alleviate the “precarious 
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financial situation” of the firm and that 
while the rate of return to stockholders 
had increased it was less than expected. 

The commission found that under 
present rates the company would have 
operating revenues for 1951 of about 
$4,282,000 and expenses of about $3,- 
485,000. Operating taxes were estimated 
at $440,000, with net operating earnings 
of $348,000. 

With increased business, the commis- 
sion estimated earnings of the company 
under its present rates would be $410,- 
000 and under the new rates $708,000. 
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Original Cost Less Depreciation Reserve Accepted As Rate Base 
For Telephone Company 


HE Arkansas commission refused to 
approve new rates proposed by a 
statewide telephone company but au- 
thorized the company to file rates which 
would yield a return of 6 per cent on its 
rate base. 
In arriving at a fair rate base, the com- 
mission disregarded evidence of repro- 
duction cost in these words: 


In our opinion, reproduction cost is 
too uncertain, speculative, and ficti- 
tious to be used as a basis for utility 
rates. Reproduction value varies from 
year to year, and even from week to 
week and day to day. For example, 
compare reproduction values on Oc- 
tober 28, 1929, with those at the close 
of business on the next day after the 
panic had seized the stock exchange. 


The commission recalled that at 
various times in our history the utilities 
and the public have been on different 
sides on the matter of reproduction cost. 
When prices are low and the value of 
money high, consumers insist with great 
earnestness that a reproduction cost rate 
base should be used. Thus, in the case 
of Smyth v. Ames, William Jennings 
Bryan, as the people’s attorney, invoked 
this doctrine to protect the public from 
the high prices prevailing when the rail- 
roads were constructed. 

However, when conditions change so 
that prices are high and the value of 
money is low at the time of the hearing, 
the commission observed, the parties re- 
verse their positions without losing any 
of their fervor in presenting them. Then 
the people contend that original cost 
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should be accepted as proof of value. 

The commission decided that the com- 
pany’s original cost less depreciation re- 
serve fixed as of the thirty-first of 
December in the year in which the rate 
proceeding was being decided would re- 
sult in a proper rate base and would give 
consideration to additions to plant immi- 
nent in the immediate foreseeable future. 

In a dissenting opinion, Chairman 
Scott said that the date of the valuation 
of the company’s property should be the 
last date uopn which documentary evi- 
dence was submitted as to the rate base. 
He felt that the majority erred in pro- 
jecting the company’s figures from this 
date (September 30, 1950) to the end of 
the calendar year. These figures, he said, 
were based on estimates which he was 
unwilling to accept. 

The commission observed that the 
company’s rate of return had been sharp- 
ly decreased, principally because of the 
rapid rise in the costs of labor and ma- 
terials. The company in its brief illus- 
trated this point as follows: 


Suppose the company had one tele- 
phone which, with its related equip- 
ment, cost $100 and from this tele- 
phone it had an annual net income of 
$7. It then has a return of 7 per cent 
on the investment Now another tele- 
phone and related equipment are added 
at a cost of $200, and from this the 
company also has a net income of $7. 
The company then has a total net in- 
come of $14 and an investment of $300, 
or a rate of return of only 4@ per cent. 


Payments made by the company to its 
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parent under the standard license con- 
tract between American and its operating 
affiliates were approved. The commis- 
sion ruled that the company had satis- 
factorily sustained the burden of proving 
that services rendered under the contract 
were worth the one per cent of gross 
revenues paid to American. 

The company’s actuarial pension plan 
was approved, over contentions that a 
pay-as-you-go plan should be used. The 
commission commented that the actuarial 
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plan was approved by both labor and 
management, by other utilities, and in- 
dustrial corporations and generally ap- 
peared safer and sounder. 

The commission commented on the 
fact that the company had incurred sub- 
stantial advertising expense in connec- 
tion with its application for an increased 
rate. This practice, the commission said, 
was condemned and should not be fol- 
lowed in the future. Re Southwestern 
Bell Teleph. Co. (Docket No. U-462). 


Flag Stop Approved for Interstate Through Train 


A to substitute a flag stop for 

a regular stop by an interstate 
through train should be granted, accord- 
ing to the supreme court of Florida, 
where a station has limited traffic. 

The railroad’s ability to get interstate 
traffic, it was noted, depends largely upon 
the time within which a train reaches 
its destination ; and interstate passengers 
should not be required to. pay for fast 
transportation and then be forced to 
travel local. 


e 


The station involved was served by 
numerous bus companies and other trains 
on the same line. Passengers could flag 
the train in question. The disparity be- 
tween the inconvenience to limited traffic 
and the cost, delay, and burden to the 
railroad was said to be out of proportion, 
and a commission order compelling such 
a stop was held to be unlawful and a 
burden on interstate commerce. Atlantic 
Coast Line R. Co. v. King et al. 
49 So2d 89. 


State Antistrike Law Conflicts with Federal Legislation 


o &; Public Utility Antistrike Law 
of Wisconsin is held by the United 
States Supreme Court to be invalid on 
the ground that it conflicts with Federal 
legislation. The National Labor Rela- 
tions Act of 1935 and the Labor Man- 
agement Relations Act of 1947 are the 
supreme law of the land under Article 
VI of the Constitution. 

The state law substitutes arbitration, 
upon order of a board, for collective bar- 
gaining whenever an impasse is reached 
in the bargaining process between a pub- 
lic utility company and its employees. To 
insure conformity with the statutory 
scheme, the Wisconsin law denies to util- 
ity employees the right to strike. 

The Federal legislation expressly safe- 
guards for employees the right to en- 
gage in concerted activities for the pur- 
pose of collective bargaining or other 
mutual aid or protection, and consequent- 
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ly the right to strike. This right is sub- 
ject to requirements of prior notice. 

No distinction was found by the court, 
so far as this legislation is concerned, be- 
tween a national manufacturing organi- 
zation and a local public utility. Congress, 
it was said, drew no such distinction but 
saw fit to regulate labor relations to the 
full extent of its constitutional power 
under the commerce clause of the Con- 
stitution. Congress had not left to the 
states the power to regulate local emerg- 
ency disputes as distinguished from 
disputes which might create national 
emergencies. 

Whether or not predominately local 
problems are best left to local govern- 
mental authority for solution is a matter 
for legislative determination and must be 
resolved by Congress, said the court. Op- 
ponents of the Wisconsin law argued that 
prohibition of strikes, with reliance upon 
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compulsory arbitration for ultimate solu- 
tion of labor disputes, destroys the free 
collective bargaining declared by Con- 
gress to be the bulwark of the national 
labor policy. This, it was said, led to more 
labor unrest and disruption of service 
than was experienced under a system of 
free collective bargaining accompanied 
by the right to strike. The very nature of 
the debatable policy questions raised by 


these contentions convinced the court that 
they could not properly be resolved by 
the court. The court, in the exercise of 
its judicial function, must take the com- 
prehensive and valid Federal legislation 
as enacted and declare invalid state regu- 
lation which impinges on that legislation. 
Re Amalgamated Association of Street, 
Electric Railway, and Motor Coach Em- 
ployees of America, Division 998 et al. 


e 
Finding of Fair Value Not Necessary in Every Rate Case 


HE superior court of Pennsylvania 

affirmed a commission order allow- 
ing further increases in street railway 
and local bus rates. It concluded that the 
order was sustained by the evidence. The 
commission had held that a one-cent 
transfer charge and a basic fare of 15 
cents or 12}-cent tokens discriminated in 
favor of those using transfers as com- 
pared to the single vehicle passenger. 

Accordingly, the commission ordered 
cancellation of the one-cent transfer 
charge and all proposed 15-cent cash 
fares. It substituted a 12-cent token fare, 
a 3-cent charge for transfers, and a 15- 
cent cash fare which should include the 
transfer at no additional charge. These 
changes were intended to yield a return 
substantially equivalent to that provided 
for in the proposed tariffs. 

The city of Pittsburgh complained that 
the commission failed to find the fair 
value of the company’s properties. The 
commission considered various measures 
of value, estimated the probable rate of 
return, and concluded that neither the 
actual return nor the anticipated return 
would be excessive, based on any finding 
of value which the commission would be 
justified in making. It was held that a 
finding of fair value is not required in 
every rate case. The court decided that 
the commission had had sufficient evi- 


dence before it to act finally without such 
a finding. 

The commission’s finding of fair value 
in an earlier rate case was higher than 
one placed upon the properties by an en- 
gineering firm in reorganization proceed- 
ings. The court observed that the latter 
valuation was made from an investor’s 
standpoint, based on a capitalization of 
earnings to be realized under a given 
set of fares. It held that while such values 
may be considered in determining fair 
value, they are not conclusive. Further- 
more, it said that they are not binding 
upon the commission in the present case. 

In reply to the contention that the com- 
pany was pricing itself out of the mass 
transportation field, the court said that 
the question of reasonableness of rates, 
in so far as it concerns the various eco- 
nomic factors involved, lies primarily 
within the field of administrative action. 
In forecasting probable future revenues 
under a given tariff, the commission must 
necessarily have power to exercise its 
own judgment in view of all the relevant 
circumstances. The court said that since 
no question of confiscation or constitu- 
tional rights was involved in this case, its 
power to interfere with the order was 
limited to errors of law or lack of sup- 
porting evidence. Pittsburgh v. Public 
Utility Commission, 78 A2d 35. 


= 


Value of Undelivered Busses Included in ‘Rate Base 


HE Massachusetts Department of 
Public Utilities authorized a transit 
company to substitute a 10-cent cash, 
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three-tokens-for-a-quarter fare in place 
of a 6-cent fare. The company was suffer- 
ing a continuing operating loss because 
MAR. 29, 1951 
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of the 6-cent fare, which was described 
as “relatively low among comparable 
companies in this state.” 

The department did not make any 
working capital allowance, in accordance 
with its general policy of refusing any 
such allowance for transit companies in 
the absence of evidence as to its necessity. 

The company was permitted to include 
in its rate base an expenditure of $122,- 
000 for new busses even though the pur- 
chase had not been completed. It is not 
enough, the department said, for a regula- 
tory body to look backward exclusively 
in fixing rates, since the position of a 
utility in the immediate future must be 
considered as well. 

No allowance was permitted for going 
concern value, notwithstanding the com- 
pany’s argument that it was entitled to an 
assignment of about one-half million dol- 


lars “as a sort of going or residual value 
because the company had suffered losses 
due to obsolescence of equipment.” The 
department stated that this allowance 
would require a departure into the realm 
of speculation which it was unwilling to 
make in establishing a rate base unless 
required to do so as a matter of law. 

Finally, the company was directed to 
file an entirely new tariff rather than 
merely a supplement to its existing one. 
The supplement offered by the company 
made it difficult for the department and 
the public to follow the changes and to 
understand exactly what the new rates 
would be. 

However, a completely rewritten tariff 
would clarify the matter so that it would 
be easily understood without reference 
to the prior fare schedule. Re Berkshire 
Street R. Co. (DPU 9119). 


e 


Solicitation of Proxies from Stockholders in Holding Company 
Simplification Proceeding Disapproved 


HE Securities and Exchange Com- 

mission refused to permit a pro- 
posed solicitation of proxies from the 
common stockholders of a holding com- 
pany to act on their behalf in a pending 
holding company simplification proceed- 
ing. It concluded that the expense and 
burden entailed in the proposed solicita- 
tion outweighed any possible benefit to 
be derived. The commission also found 
the solicitation material to be deficient in 
material respects. 

The responsibility to find that a hold- 
ing company simplification plan is fair 
and necessary under § 11 of the Holding 
Company Act is imposed upon the com- 
mission rather than upon the manage- 
ment or the stockholders of the company 
filing the plan. If a solicitation relating 
to representation by a committee in the 
proceedings would aid it in discharging 
its statutory responsibility, the commis- 
sion would permit the solicitation. 

That committee participation in the 
proceedings on behalf of security holders 
might prove beneficial was recognized. 
The commission said that it weighs the 
benefits, if any, to be gained from a solici- 
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tation against the burden and expense 
imposed by it on the reorganization 
process. It considered the effect that the 
solicitation was likely to have on the 
nature of the presentation and develop- 
ment of the issues. The nature of prior 
and intended future participation by the 
soliciting group and the status of the pro- 
ceedings when the solicitation was sought 
to be made were considered. 

In this case the committee had been 
actively participating in the hearings. 

It had presented testimony, introduced 
exhibits in evidence in support of its posi- 
tion, and cross-examined witnesses. Fol- 
lowing the close of the hearings the 
committee had filed briefs. The commis- 
sion observed that the committee had 
already presented and intended to con- 
tinue to present its views on behalf of 
common stockholders of the holding com- 
pany. There was no indication that it 
would discontinue its active participation 
or make any basic change in the nature 
of its position on the issues whether or 
not it was able to effect a new solicitation 
at this time. 

The solicitation material contained 
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statements relating to a proposal that the 
holding company’s management, its 
president, and counsel be removed by the 
commission, It contained various asser- 
tions of fraud, dishonesty, and perjury 
against the management, particularly the 
company’s president and its counsel. The 
committee refused to delete the material 
objected to by the commission’s staff, 
claiming that the statements made by it 
were true and not libelous or otherwise 
objectionable. 

The committee claimed that the com- 


e 


pany’s management and counsel were 
guilty of criminal conduct. The manage- 
ment and counsel denied the charges. The 
commission concluded that it would be 
contrary to the public interest and the 
interest of investors to permit the com- 
mittee to distribute material containing 
charges of criminal conduct and legal 
conclusions which had been controverted 
and had not been established by a com- 
petent tribunal. Re Phillips et al. (United 
Corporation) (File No. 68-147, Release 
No. 10291). 


Bus Operation Not Considered Satisfactory Substitute for 
Railroad Trains 


, Illinois commission denied an 
application by a railroad company 
§ for authority to abandon a portion of its 
operations between Chicago and Wauke- 
gan and also denied an application for 
authority to operate a motor carrier 
service between these points. The rail- 
road line involved is the Shore Line route 
of the Chicago North Shore and Mil- 
waukee Railway. 

The railroad, according to the com- 
mission, had failed to show that it was 
a losing money on this route. Accounts are 
kept on a company-wide basis and do not 
show separate revenues and expenses for 
the Shore Line. A determination of profit 
or loss is therefore a matter of allocation 
of costs. The railroad, said the commis- 
sion, had failed to prove that it used 
proper methods of cost allocation while 


= 


Acquisition of Electric Company Satisfies Size and Integration 
Standards of Holding Company Act 


MERICAN Gas & ELEctTRIc Com- 
PANY, a holding company, was au- 
thorized by the Securities and Exchange 
Commission to acquire the common stock 
of an electric company in exchange for a 
percentage of its stock. The commission 
pointed out, however, that its authoriza- 
tion should not be construed as a recom- 
mendation to the stockholders of the 
electric company to accept or reject the 
exchange offer. That was said to be a 
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an independent investigator had pre- 
sented evidence, based on different 
methods of allocation, showing that total 
operating income would be greater with 
the Shore Line than without it. 

Denial of authority to operate busses 
over the route was based upon a de- 
termination that the greater part of the 
route was not adaptable to either local or 
express type of service and that the pro- 
posed operation would be slow and dif- 
ficult, as well as unattractive to the 
traveling public. Discharging and taking 
on passengers over parts of the route 
would tend to create hazardous condi- 
tions for both passengers and vehicular 
traffic, according to the commission. Re 
Chicago North Shore and Milwaukee 
Railway Co. 36987; Re North Shore 
Bus Co. 35481. 


matter for each stockholder to determine 
on the basis of the advantages or disad- 
vantages as applied to his individual 
circumstances. 

The commission concluded that the ac- 
quisition satisfied the integration and size 
standards of the Holding Company Act. 
The two operating divisions of the electric 
company were 100 miles apart and were 
not interconnected. However, both divi- 
sions were located in the general service 
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area of a subsidiary of the holding com- 

ny and were capable of being physically 
interconnected with the subsidiary’s prop- 
erties. The acquisition would result in 
substantial economies and a relatively 
minor increase in the size of the holding 
company system. 

In discussing the reasonableness of the 
exchange offer, the commission said that 
while relative market values of the com- 
panies’ stocks might be considered, they 
were not conclusive. It believed this to 
be particularly true in this case, where 
one of the stocks was listed and the other 


was not and where one of the companies 
concerned was a large well-known hold- 
ing company and the other was a rela- 
tively small operating company. Further- 
more, the commission observed, the 
market values would probably reflect only 
slightly, if at all, potential economies in- 
herent in the acquisition of one company 
by the other. It considered the more im- 
portant test of reasonableness of consid- 
eration to be that of prospective earnings 
and dividends. Re American Gas & E. 
Co. (File No. 70-2520, Release No. 
10294). 


e 


Delinquent Payment Penalty Substituted for Discount 


‘a Montana commission, in grant- 
ing a rate increase to a municipal 
water plant, authorized the substitution 
of a delinquent payment penalty for the 
prompt payment discount. It was noted 
that the purpose of the prompt payment 
discount is to obtain payment of accounts 
but that rates which could be discounted 
by 10 per cent and still yield adequate 
revenues are initially too high. In this 
instance rates were not yielding sufficient 
revenues and the penalty provision, be- 
sides reducing accounting expenses, 
should acquire prompt payment without 
establishment of unreasonable rates. 


Under the Revenue Bond Act the city 
had issued bonds for the improvement 
and repair of the water system. The con- 
tention that a rate increase is justified so 
that payments on principal and interest 
could be met was upheld on the ground 
that such bonds are to be repaid from 
charges for service and are not general 
obligation bonds of the city. Since the 
city has the right to expend money re- 
ceived from water service to satisfy the 
obligations of the bonds, rates must be 
sufficient to meet this need. Re Miles 
City (Docket No. 3874, Order No. 
2222). 


2 


Loss from Part of Service Important Although Not Controlling 
On Discontinuance 


a require a railroad to operate two 
passenger trains at a severe financial 


loss where, in every prospect and likeli- 
hood, such losses will continue in the 
future, and where public convenience and 
necessity no longer require such service, 
would be unwarranted and an illegal con- 
fiscation of railroad property, according 
to the South Dakota commission. 

The commission, in viewing the losses 
of these two trains in the past few years, 
stated that the losses from the operation 
of any particular train, or trains, or 
branch line, if not too great, do not neces- 
sarily warrant the discontinuance or cur- 
tailment of train service, but that these 
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losses must be given serious consideration 
by any regulatory body, especially if the 
railroad is operating on a close margin of 
profit or at a loss. 

The controlling factor, in a proceeding 
to discontinue trains, was held to be pub- 
lic convenience and necessity, with rev- 
enues, expenses, and losses shown in the 
operation of the train having a direct bear- 
ing upon whether or not public conveni- 
ence and necessity requires this service. 

The development of busses, truck lines, 
and automobiles, which have become more 
convenient to the public, was held to mean 
that an investigation of the facts must be 
made in each particular case in the light 
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of changed conditions. In this instance 
the public had not sufficiently patronized 
these trains and with regard to the severe 


losses suffered, the public no longer needs 
this service. Re Great Northern R. Co. 
(F-2310). 


7 
Other Important Rulings 


HE Securities and Exchange Com- 

mission authorized a holding com- 
pany to sell its entire interest in an electric 
utility subsidiary to a nonaffiliated electric 
company where the two electric compa- 
nies served adjoining areas, where nego- 
tiations were conducted with the only two 
companies serving adjoining areas at 
arm’s length, where the terms arrived at 
were the best obtainable as a result of all 
negotiations, where competitive condi- 
tions were maintained and the considera- 
tion was reasonable, and where the sale 
would result in a greater realizable value 
for the holding company’s stockholders 
than would a direct distribution to them 
of the subsidiary’s stock. Re Republic 
Service Corp. (File Nos. 70-2488, 70- 
2529, Release No. 10292). 


An air carrier was ordered to cease 
and desist from engaging in violations of 
the Civil Aeronautics Act where it was 
found to have knowingly and wilfully 
conducted operations as a common car- 
rier in violation of § 401(a) of the Civil 
Aeronautics Act; where it was found to 
have charged, demanded, and received 
compensation for services in air trans- 
portation different from the rates, fares, 
and charges in its effective tariffs; and 
where it was found to have provided like 
and contemporaneous service at different 
rates in the air transportation of like traf- 
fic under similar circumstances and con- 
ditions thereby subjecting traffic to un- 
just discrimination. Re Meteor Air 
Transport (Docket No. 4100). 


The supreme court of Nebraska held 
that on appeal from a commission order 
that is administrative or legislative in 
nature the only questions to be deter- 
mined are whether the commission acted 
within the scope of its authority and 
whether the order complained of is rea- 
sonable and not arbitrarily made. Re 
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Petersen & Petersen, Inc.45 NW2d 465. 


The Colorado commission denied a 
motor carrier certificate on the ground 
that the applicant had failed to show pub- 
lic convenience and necessity where his 
witnesses were not too enthusiastic for 
his service and there was no need for the 
type of operation proposed, the test of 
public need not being the applicant’s de- 
sire to get into the transportation busi- 
ness. Re Hayes (Application No. 9938, 
Decision No. 35890). 


The Michigan Supreme Court held 
that a commission order denying a rail- 
road authority to discontinue certain 
trains was arbitrary and unreasonable 
where the economic loss resulting from 
such operation overbalanced whatever 
convenience the public derived from 
these trains. Chicago & N. W. R. Co. v. 
Public Service Commission, 45 NW2d 
520. 


The Colorado commission denied an 
extension to a motor carrier permit au- 
thorizing a specialized service with spe- 
cialized equipment where the placing of 
another carrier in the field, because of 
the specialized nature, would adversely 
affect common carrier service carrying on 
this type of operation and would impair 
the adequacy of that service to the pub- 
lic. Re Dalion (Application No. 10946- 
PP-Extension, Decision No. 36044). 


The supreme court of Tennessee held 
that a statute authorizing a city’s board 
of commissioners to fix omnibus rates 
within the city and in an area 7 miles be- 
yond the city is proper, notwithstanding 
that the busses pass through an yg 
rated town adjacent to the city. East 


Ridge et al. v. Chattanooga et al. 235 
SW2d 30. 
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The Colorado commission authorized 
an extension of a motor carrier certificate, 
in order to provide a more elastic service 
to an isolated area, on the condition that 
the carrier would not unduly encroach 
upon the certificated area of a competing 
carrier. Re Graff (Application No. 
10572-Extension, Decision No. 36072). 


The Pennsylvania commission author- 
ized the installation of the more reliable 
automatic flashing light signals at a cross- 
ing, in substitution for manual controlled 
flashing light signals. Re Conemaugh & 
Black Lick R. Co. (Application Docket 
No. 76027). 


The Pennsylvania commission, in a 
proceeding to increase water rates, held 
that payments by a utility for services 
performed by an affiliate or for services 
of officers of the latter are properly open 
to question because there is an absence of 
arm’s-length bargaining in such transac- 
tions ; but where no evidence is introduced 


to show that the various services are not 
received or that the charges therefor 
are unreasonable or excessive, and the 
charges to the company for the services 
in question appear to be justified, such 
charges will be allowed. Fleisher et al. v. 
Harrisburg Suburban Water Co. (Com- 
plaint Docket Nos. 14781, 14782, 14787, 
14789). 


The Federal Power Commission held 
that the construction of a power project 
on theSt, Lawrence river should be un- 
dertaken by the United States rather than 
by a public utility corporation. Re Public 
Power & Water Corp. (Project No. 
2006). 


In denying authority to discontinue an 
agency station, the Louisiana commission 
included in the station revenues all busi- 
ness originally billed through the station 
regardless of whether it was loaded at 
the station or not. Re Texas & P. R. Co. 
(No. 5642, Order No. 5594). 
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LOUISIANA PUBLIC SERVICE COMMISSION 


Gulf Tele-Magnet Corporation 


Southern Bell Telephone & Telegraph 
Company 


Order No. 5577, Docket No. 5500 
January 2, 1951 


OMPLAINT by distributor of automatic telephone answering 
C device to compel telephone company to permit use of the 
device in connection with telephone instruments; dismissed and 
telephone company ordered to advise Commission as to its 

progress in developing answering devices. 


ervice, § 441 — Telephone — Automatic answering devices. 

1. An automatic telephone answering device which is inductively and acous- 
tically connected to the telephone set and which, in order to function at all, 
must be physically connected to the telephone and which is not furnished or 
maintained by the telephone company, is a foreign attachment within the 
meaning of a telephone company’s approved tariff provision that no line, 
instrument, appliance, or apparatus not furnished by the company shall be 
connected with, attached to, or in any way, whether physically, by induc- 
tion, or otherwise, used in connection with facilities of the telephone com- 
pany; and the company properly prohibited the use of the device in con- 
nection with its instruments, p. 35. 


ervice, $§ 486 — Scope of proceedings— Interpretation of tariffs — Question of 
damages. 
2. No question of damages is involved in a proceeding brought by a distribu- 
tor of an automatic telephone answering device to compel a telephone com- 
pany to permit the use of such device in connection with its telephone 
facilities where there has been no violation of a Commission order by the 
telephone company in connection with the interpretation and application of 
its filed tariff provisions relating to foreign attachments on telephone 
facilities, p. 35. 
ervice, § 441 — Telephone tariffs — Foreign attachment provisions. 
3. A telephone company’s tariff provision that no line, instrument, appliance, 
or apparatus not furnished by the company shall be connected with, attached 
to, or in any way, whether physically, by induction, or otherwise, used in 
connection with facilities of the company is reasonable and valid, p. 36. 
ervice, § 489 — Complaint against filed tariffs — Burden of proof. 
4. A party seeking to set aside or modify an approved tariff provision of 
many years standing has a heavy burden to prove the unreasonableness of 
the provision, since it may not be set aside unless the Commission concludes, 
[3] 33 87 PUR NS 
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after hearing, that the regulation is unjust, unreasonable, and unlawful, 
p. 37 
Service, § 441 — Telephone tariffs — Foreign attachment provisions. 

5. There should be no compromise of a telephone company’s prohibition 
against foreign attachments by permitting attachments or devices of others 
who have no responsibility for the service, since deviation from the rule 
would be detrimental to good telephone service and contrary to public 
interest, p. 37. 


Service, § 441 — Telephone tariffs — Foreign attachment provisions. 


6. A telephone company’s foreign attachment tariff provisions should have 
general application, since any relaxation of the provisions would result in 
a serious disturbance of service, p. 37. 


Service, § 441 — Telephones — Automatic answering devices. 


7. Telephone companies rather than private companies should select and 
provide equipment for automatic telephone answering service and should 
maintain and operate it when it is found that the demand for such service 
is sufficient to authorize it, p. 37. 


Service, § 441 — Telephone answering devices. 
Statement that if telephone answering devices are used in conjunction with 
telephone service, the Commission should preserve its jurisdictional powers 
over such service, p. 38. 


(Knicut, Commissioner, dissents in part.) 
* 


By the Commission: In this pro- Tele-Magnet did not electrically or 


ceeding, complainant, the Gulf Tele- 
Magnet Corporation, filed a complaint 
on May 29, 1950, in which it al- 
leged that it was the exclusive distrib- 
utor of the “Tele-Magnet” in Louisi- 
ana and certain adjacent states. It 
also alleged, in substance, that the 
Tele-Magnet was an automatic tele- 
phone answering device which an- 
swered the telephone in the subscriber’s 
absence, gave a message chosen by the 
subscriber and informed the calling 
party that he might leave a message, 
if he desired, which was then recorded 
and made available to the subscriber 
upon his return. It was also alleged 
that the telephone was placed on top 
of the device and that the ringing im- 
pulse of the telephone bell inductively 
activated the device. 

Complainant also alleged that the 
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otherwise interfere with or impair tele- 
phone service, and that there was a 
substantial public need and demand for 
such a device. Complainant further 
alleged that the defendant, Southern 
Bell Telephone and Telegraph Com- 
pany, had wilfully and erroneously mis- 
construed the foreign attachment pro- 
visions of its tariff to prohibit the use 
of the Tele-Magnet in connection with 
the telephone facilities, and sought an 
order of this Commission directing the 
defendant telephone company to cease 
and desist from the alleged miscon- 
struction of its tariff. In the alterna- 
tive, complainant requests that the 
Commission amend the defendant's 
tariff provision so as to permit the use 
of the Tele-Magnet in connection 
with telephone service. 

Complainant further alleged that it 
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had suffered certain damages and asked 
the Commission to enter an award 
therefor. 


The defendant filed an answer in 
which it denied that the Tele-Magnet 
is a proper and workable device that 
would operate satisfactorily with the 
telephone instruments and without 
impairment of the telephone service. 
Defendant also denied that it had mis- 
construed the tariff provisions in 
refusing to permit the use of the Tele- 
Magnet in connection with its equip- 
ment and facilities and alleges that the 
Tele-Magnet, as described by com- 
plainant, is a foreign attachment 


within the tariff provisions, and that 
it is mechanically, inductively, and 
acoustically connected to defendant’s 
telephone instruments and operates the 
telephone instrument and equipment of 
defendant by and through such me- 
chanical, electrical, and acoustical con- 


nection. It also alleged in the answer 
that the use of the Tele-Magnet would 
impair, hinder, and delay the service 
rendered the public and would also 
damage and interfere with the main- 
tenance and operation of defendant’s 
equipment and facilities, and would 
tend to increase the cost of telephone 
service to the subscribers. It is fur- 
ther alleged that in order to insure 
satisfactory telephone service, it is es- 
sential that instrumentalities used in 
providing the service be controlled, 
operated, and maintained by the tele- 
phone company, who, alone, is charged 
with the responsibility of furnishing 
Badequate telephone service. 
Defendant further alleged that the 
foreign attachment provisions of its 
lariff are reasonable and necessary for 
the protection of defendant’s property 
and service, and that such tariff was 
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essential as a protection against any 
number of attachments that might 
otherwise be attached to defendant’s 
property and equipment to promote the 
private interest of others to the dis- 
advantage of the defendant and its 
customers and to the detriment of the 
public interest. 

The case was set down for a hearing 
before the Commission at a special 
session at Baton Rouge, La., on 
August 25, 1950. At the conclusion 
of this hearing, the case was continued 
indefinitely and was thereafter, by or- 
der of the Commission, set for fur- 
ther hearing at a special session at 
Baton Rouge, La., on September 27, 
1950. 

At these hearings, the complainant 
and the defendant presented extensive 
testimony and a number of exhibits 
on the issues involved. The witnesses 
were cross-examined pertaining to 
matters adduced at the hearing. 

The record in this case consists of 
a considerable amount of testimony 
and a number of exhibits. The Com- 
mission has given careful considera- 
tion to the entire record and has close- 
ly studied the briefs and the authori- 
ties cited therein. The Commission’s 
dominating purpose is to accord fair 
treatment to the interested parties, the 
complainant and the defendant. At 
the same time, however, the Commis- 
sion recognizes that the matters pre- 
sented must also be viewed so as to 
protect the interest of the general pub- 
lic in Louisiana who has a right to 
expect an adequate and efficient tele- 
phone service at reasonable costs. 

[1, 2] Complainant contends, and 
asks the Commission to find, that the 
defendant telephone company is arbi- 
trarily misconstruing the foreign at- 
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tachment provisions of its tariff so as 
to prevent the use of the Tele-Magnet. 
The defendant contends that the lan- 
guage of the applicable tariff provision 
is clear, unambiguous, and leaves no 
room for interpretation or construc- 
tion. 

The Commission is of the opinion 
that the Tele-Magnet, as presented at 
the hearing, is a foreign attachment 
within the meaning of the foreign at- 
tachment tariff provisions on file with 
and approved by this Commission. If 
the tariff means what it says, it ap- 
pears that no other conclusion can be 
reached. The language is: “ ; 
no line, instrument, appliance, or ap- 
paratus not furnished by the telephone 
company shall be connected with, at- 
tached to, or in any way, whether 
physically, by induction or otherwise, 
used in connection with facilities of the 
telephone company.” (Italics added.) 

The record shows without contradic- 
tion that it is not proposed by com- 
plainant that the Tele-Magnet be fur- 
nished and/or maintained by the tele- 
phone company. The Tele-Magnet 
device, in order to function at all, 
must be used in connection with the 
facilities of the defendant. It has no 
other purpose. It is inductively and 
acoustically connected to the telephone 
set, and in order to function at all, 
must be physically connected thereto 
by direct contact. Therefore, the 
device falls squarely within the mean- 
ing of the tariff provision prohibiting 
the use of unauthorized foreign attach- 
ments in connection with defendant’s 
telephone facilities. Accordingly, the 
Commission is of the opinion that 
the defendant telephone company has 
not arbitrarily misconstrued and ap- 
plied said foreign attachment tariff 
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provisions as they now exist so as to 
prohibit the attachment of the Tele- 
Magnet to, and using it in connection 
with, defendant’s telephone instru- 
ments. 

Since there has been no violation of 
an order of the Commission by defend- 
ant in connection with the interpreta- 
tion and application of said tariff pro- 
visions filed with and approved by 
this Commission, there can be no ques- 
tion of damages involved in this pro- 
ceeding. 

[3] An alternative contention of 
the complainant is to the effect that if 
the Commission finds that the Tele- 
Magnet is a foreign attachment within 
the terms of the tariff provision and 
further finds that the telephone com- 
pany has not arbitrarily misconstrued 
and applied the foreign attachment pro- 
visions, the Commission, in that event, 
should issue an order either amending 
or modifying the foreign attachment 
tariff provisions so as to permit sub 
scribers of the defendant to use the 
Tele-Magnet in connection with de 
fendant’s telephones. 

Defendant contends that the foreig 
attachment provisions of its tariff are 
just and reasonable and that such pro 
visions are necessary in the interest of 
efficient and economical service. Afte 
a careful consideration of the pertinent 
and relevant testimony covering the 
history, the purpose, and the results 
obtained through the application of 
said provisions, the Commission is of 
the opinion that the said tariff provi 
sions are reasonable and valid. 

The rule against foreign attachment: 
has been frequently before Commis 
sions and the courts of many states 
and it has been uniformly held reason 
able. 
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[4] In a proceeding like this, rest- 
ing upon a complaint seeking to set 
aside or modify an approved tariff pro- 
vision of many years standing, as a 
matter of law, a heavy burden of proof 
rests upon the complainant to prove 
the unreasonableness of said tariff pro- 
vision. Such a tariff regulation may 
not be set aside unless the Commission 
concludes, after hearing, that the reg- 
ulation is unjust, unreasonable, and 
unlawful. 

[5] The Commission is also of the 
opinion that there should be no com- 
promise of this rule by permitting at- 
tachments or devices of others who 
have no responsibility for the service. 
If devices furnished by those who have 
no responsibility to public authority 
and whose primary interest is founded 
in private gain through such use are 
permitted to be introduced into the 
regulated telephone network, it is very 


likely to be detrimental to good tele- 
phone service and thus would not be 
in the public interest. 

The responsibility of defendant for 
the rendition of good telephone service 
is subject to the regulatory control of 


this Commission. If the Commission 
should permit complainant and others 
to attach privately owned facilities such 
as the Tele-Magnet to the telephone 
instrument and use them in connection 
therewith, the defendant would lose 
control, and the Commission would 
lose regulatory jurisdiction, over that 
part of the service involved in such 
use. 

[6] Another question which the 
Commission has given consideration to 
involves a matter of the effect which 
a relaxation of the foreign attachment 
provision rule would have. 

If the complainant is allowed to at- 
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tach his foreign attachment, then 
others would have the same right un- 
der similar circumstances and the 
Commission is of the opinion that the 
result would be a very serious disturb- 
ance of the service. Similar matters 
have been before the Commissions and 
courts and it has generally been held 
that it is impracticable to deal with a 
matter of this character except by a 
rule of general application. 

[7] We have carefully reviewed the 
record in this proceeding as it relates 
to the question as to who should fur- 
nish an automatic telephone answering 
service when it is found that the de- 
mand for such service is sufficient to 
authorize it. If this service is to be 
furnished, the Commission is of the 
opinion that the telephone companies 
should select and provide the equip- 
ment for such service and should main- 
tain and operate it. This would be 
in the interest of economical and ef- 
ficient telephone service to the public 
and would permit this Commission to 
retain jurisdiction over such service. 

From evidence adduced at the hear- 
ing before this Commission, it appears 
that the Bell System Companies are 
presently engaged in studies of tele- 
phone answering devices in an effort 
to determine if this type of service can 
be introduced on a sound basis and at 
a reasonable cost to the subscribers. 
It was stated that examinations are 
being made of all devices suggested for 
such use, including the Tele-Magnet, 
and actual field trials of some devices 
are under way. It was further stated 
that an investigation of the same sub- 
ject matter is being conducted by the 
Federal Communications Commission 
and numerous answering devices are 
being studied. 
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The record shows that it should be 
possible in the near future to arrive at 
an informed judgment upon the whole 
program. According to testimony, 
it appears that the Tele-Magnet is still 
in the evolutionary stage and future 
modifications and changes may be ex- 
pected. In fact, changes were made 
while this matter was being considered. 

The Commission is of the further 
opinion that there is a strong likeli- 
hood that a public demand for a tele- 
phone answering device will develop if 
it does not already exist. But if such 
a device is used in conjunction with 
utility services, this Commission 
should preserve its jurisdictional pow- 
ers over all such service. 

Having considered the record in this 
proceeding, and in accordance with the 
foregoing opinions, and with due re- 
gard for the rights of the parties for 
the public interest and for the applica- 
ble laws; 


It is accordingly ordered that : 

1. The relief sought by the com- 
plainant, Gulf Tele-Magnet Corpora- 
tion, in this proceeding against the 
defendant, Southern Bell Telephone 
and Telegraph Company, be and the 
same is hereby denied, and the com- 
plaint dismissed. 


2. The defendant, Southern Bell 
Telephone and Telegraph Company, be 
and it hereby is directed to (a) sub- 
mit a written report to this Commis- 
sion covering the progress it has made 
toward the development of a telephone 
answering device, (b) keep the Com- 
mission informed as to its further 
progress in that direction, and (c) 
report the approximate time when the 
Bell System may be expected to afford 
such service to the public. 


Knight, Commissioner, dissents ex- 
cept as to Item 2 of this order. 
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Re Cranbury Water Company 


Docket No. 5312 
January 3, 1951 


P 


ordered canceled. 


ROPOSAL by water company to increase rates; schedules 


Rates, § 648 — Evidence — Books of account. 
1. Testimony of a utility company’s manager and accountant relating solel 
to balance sheets and income statements prepared from books of accountg§. 
without submission of supporting proof, is not adequate to enable the Boar¢ 
to find that existing rates are insufficient or, if insufficient, to what exten 


insufficient, p. 39. 


Rates, § 186 — Burden of proof — Proposed increases. 
2. The burden of proof to show that existing rates are insufficient and tq 
show that proposed increased rates are just and reasonable rests upon th 


utility company, p. 39 
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RE CRANBURY WATER CO. 


APPEARANCE: Frank A. Witbeck, 


for Cranbury Water Company. 


By the Commission: The Cran- 
bury Water Company (hereinafter 
called “Company’’) filed with the 
Board increased rates for water serv- 
ice to become effective on January 1, 
1951. 

By order dated November 8, 1950, 
the Board suspended the proposed 
rates and set the matter for hearing on 
December 6, 1950. The Board or- 
dered the Company to give general 
notice to its customers of the proposal 
to increase rates and of the date fixed 
by the Board for public hearing 
through advertisement in newspapers 
published and circulated in its service 
area. Notice of the time and place 
fixed for hearing was sent by the secre- 
tary of the Board to the municipal clerk 
of Cranbury township whose inhabit- 
ants are served by the Company. 

3 ©6At the hearing held on December 6, 
1950, the Company offered proof that 
it had published the advertisement re- 
quired by our order of November 8, 
1950, and presented the testimony of 

sits general manager and public ac- 

icountant. No one appeared in oppo- 
sition to the proposal to increase rates. 

i The Company was incorporated in 
31905 and began to serve water in 1906. 
Except for a change in the municipal 
Hire hydrant rates in 1941, the general 
rates are the same as originally filed 
forty-four years ago. The Company 
serves approximately 270 customers 
and in 1949 received operating reve- 
nues of $9,684. Based on 1949 busi- 
ness, the new filing would increase 
annual operating revenues by $3,100. 

[1] The testimony of the Com- 
pany’s manager and accountant related 
solely to balance sheets and income 


statements prepared from its books of 
account. While the figures set out in 
the exhibits accord with data contained 
in reports filed with the Board in the 
regular course of business (which data 
are examined by our staff) no sup- 
porting proof was submitted. It is of 
interest to note, though the fact does 
not appear in the record before us, that 
on August 9, 1950, after public hear- 
ing, we approved the issuance of $13,- 
500 of securities which, when added to 
the amounts previously issued, would 
aggregate a capitalization of approxi- 
mately $48,000. The matter of the 
Company’s reserve for depreciation 
and its annual charge for depreciation 
was then likewise investigated by our 
staff and results thereof are set forth 
in our secretary’s letter dated Septem- 
ber 6, 1950, and the Company’s ac- 
ceptance on October 16, 1950. The 
Company’s exhibits in this case in- 
dicate that at December 31, 1949, the 
net sum of Fixed Capital, Materials 
and Supplies, Cash, Reserve for De- 
preciation, and Reserve for Contribu- 
tions from Customers is $40,793. The 
operating income for 1949 was $1,827, 
indicating a rate of return of 4.5 per 
cent on the book cost. If the $1,827 
of operating income is related to the 
capitalization of $48,000 indicated 
above, the resulting ratio becomes 3.8 
per cent. 

On our reading of the opinion of 
the supreme court in the Public Serv- 
ice Fare Case (1950) 5 NJ 196, 86 
PUR NS 161, 74 A2d 580, the rec- 
ord here made is not adequate to en- 
able us to find that the existing rates 
are insufficient, nor, if insufficient, to 
what extent insufficient. 

[2] The burden of proof to show 
that the existing rates are insufficient 
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and to show that the proposed in- 
creased rates are just and reasonable 
rests upon the Company. 

The supreme court declared in the 
Public Service Fare Case, supra, 86 
PUR NS at pp. 174, 175, that neither 
the court nor the Board “‘can accept the 
books of account of a public utility at 
face value in a rate case " 
that presentation of a prima facie case 
does not meet the burden of proof and 
that : “There must be proof in the rec- 
ord not only as to the amount of the 
various accounts but also sufficient evi- 
dence from which the reasonableness 
of the accounts can be determined.” 
The court further declared that: “The 
determination of an adequate rate base 
is, as the term implies, fundamental 
in any rate proceeding. The rate base 
is the fair value of the property of the 
public utility that is used and useful 
in the public service.” Again, the 
court said: “There are a number of 
formulae useful in the determination 
of fair value ; depreciated original cost, 
depreciated prudent investment, re- 
production cost of the property less 
depreciation, cost of reproducing the 
service as distinct from the property, 
and there are undoubtedly others. But 
the Board is not bound to and, indeed, 


should not use any single formula or 
combination of formulae in arriving 
at a proper rate base for the determina- 
tion of fair value is not controlled by 
arbitrary rules or formulae, but should 
reflect the reasonable judgment of the 
Board based upon all the relevant facts. 

The Board is not free, however, 
to arrive at a fair value based solely 
upon a utility's books of account 

” 


The record here consists solely of 
balance sheets and income statements 
prepared from the books of account of 
the Company and the testimony of the 
Company’s manager and accountant 
relating thereto. The record as made 
does not meet the requirements laid 
down by the court as essential to any 
exercise by the Board of its authority 
to fix just and reasonable rates by or- 
der. 

The Board cannot on the record here 
made find the existing rates to be in- 
sufficient, nor can the Board find the 
proposed rates to be just and reason- 
able. 

The Board therefore orders that the 
proposed increased rates shall not be 
put into effect and that the schedules 
filed with the Board shall be can- 
celed. 
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Cities Service Gas Company 


Peerless Oil & Ges Company et al. 


No. 153 
340 US —, 95 L ed —, 71 S Ct 215 
December 11, 1950 


PPEAL by natural gas company from judgment of state court 
A affirming Commission order establishing a minimum price 
for natural gas at wellhead and requiring the company to take 
gas ratably from another producer in the same field; affirmed. For 
lower court decision, see (1950) — Okla —, 85 PUR NS 412, 
220 P2d 279. See also (1950) 87 PUR NS post p. 48, 

71 S Ct 221. 


Gas, § 9 — Natural gas minimum price order — Validity under equal protection 
and due process clauses. 

1. State statutes authorizing the Commission to fix, after notice and hearing, 
the price of natural gas taken from a common source of supply ratably from 
each owner and limiting the gas taken by any producer to a proportion of 
the natural gas that may be marketed without waste and orders of the Com- 
mission, issued under these statutes, generally fixing the minimum wellhead 
price of gas taken from the field and specifically directing a producer in the 
field, which also operates an interstate gas pipeline system, to take gas 
ratably from another producer in the same field at the price established by 
the Commission, violate neither the due process nor the equal protection 
clause of the Fourteenth Amendment, p. 44. 


Gas, § 2 — Prevention of waste — State authority. 


2. A state may adopt reasonable regulations to prevent the economic and 
physical waste of natural gas, p. 45. 


a Gas, § 2 — Prevention of waste — State authority to order ratable taking. 
3. A state has authority to adopt regulations designed to curb the waste 
of natural gas and to protect the correlative rights of gas producers through 
ratable taking or to protect the economy of the state, p. 45. 


| Rates, § 3 — Price-fixing orders — Legality. 
4. A price-fixing order is lawful and constitutional if substantially related 
to a legitimate end sought to be attained, p. 45. 


Rates, § 376 — Natural gas — Adequacy of findings — Price-fixing orders. 
5. A Commission order fixing a minimum price for natural gas at the well- 
head is supported by adequate findings where the record indicates that 
existing low field prices are resulting in economic waste and conducive to 
physical waste, p. 45. 
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Appeal and review, § 48 — Commission order — Prevention of gas waste — Scope 


of review. 


6. The court, on considering an appeal from a Commission order fixing a 
minimum price for natural gas at wellhead as a means of preventing the 
waste of gas, should not consider whether the unilateral effort of one state 
to conserve gas will be fully effective, or that other regulatory devices might 
be more appropriate, or that less expensive measures might suffice, p. 45. 


Interstate commerce, § 4 — State authority — Absence of Federal action. 


7. A state may regulate matters of local concern over which Federal author- 
ity has not been exercised, even though the regulation has some impact 


on interstate commerce, p. 46. 


Interstate commerce, § 37 — Constitutionality of state Commission orders — 


Natural gas price fixing. 


8. An order of a state Commission fixing the minimum wellhead price of 
all natural gas taken from a field and specifically directing a producer in 
the field, which also operates an interstate gas pipeline system, to take gas 
ratably from another producer in the same field at such price does not, 
in the absence of Federal regulation, violate the commerce clause of the 
Federal Constitution, since a state is justifiably concerned with preventing 
rapid and uneconomic dissipation of one of its chief natural resources, p. 46, 


APPEARANCES: Glenn W. Clark, of 
Oklahoma City, Oklahoma, argued 
the cause for appellant; D. A. Rich- 
ardson, of Oklahoma City, Oklahoma, 
argued the cause for appellee; Floyd 
Green, of Oklahoma City, Oklahoma, 
argued the cause for appellee, Corpo- 
ration Commission of Oklahoma. 

Mr. Justice CLARK delivered the 
opinion of the court: The issue in 
this case is the power of a state to fix 
prices at the wellhead on natural gas 
produced within its borders and sold 
interstate. It originates from pro- 
ceedings before the Oklahoma Corpo- 
ration Commission which terminated 
with the promulgation of two orders. 
The first order set a minimum well- 
head price on all gas taken from the 
Guymon-Hugoton field, located in 
Texas county, Oklahoma. The sec- 
ond directed Cities Service, a producer 
in this field and operator of an inter- 
state gas pipeline system, to take gas 
ratably from Peerless, another pro- 
ducer in the same field, at the price in- 
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corporated in the first order. The su- 
preme court of Oklahoma upheld both 
orders against contentions that they 


contravened the Constitution and stat- § 


utes of Oklahoma and the Fourteenth 
Amendment and the commerce clause 
of the Constitution of the United 
States. (1950) — Okla —, 85 PUR 
NS 412, 220 P2d 279. From this 
judgment Cities Service appealed to 
this court. A_ substantial Federal 
claim having been duly raised and nec- 
essarily denied by the highest state 
court, we noted probable jurisdiction. 
28 USCA § 1257(2), FCA title 28, 
§ 1257(2). 


I 


The case may be summarized as fol- 
lows: The Hugoton Gas field, 120 
miles long and 40 miles wide, lies in 
the states of Texas, Oklahoma, and 
Kansas. The Oklahoma portion, 
known as the Guymon-Hugoton field, 
has approximately 1,062,000 proven 
acres with some 300 wells, of which 
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240 are producing. About 90 per 
cent of Guymon-Hugoton’s produc- 
tion is ultimately consumed outside 
the state. Cities Service, operator of 
a pipeline connected with the field, 
owns about 300,000 acres and 123 
wells. In addition, it has 94 wells 
dedicated to it by lease for the life of 
the field and some 19 wells under 
term lease, giving it control over 236 
of the 300 wells. Aside from the hold- 
ings of a few small tract owners and 
the acreages held in trust by the Okla- 
homa Land Office—some 49,600 acres 
—the only reserves in the field not 
owned by or affiliated with a pipeline 
are those of Harrington-Marsh with 
some 75,000 acres and Peerless with 
about 100,000 acres. Under prevail- 
ing market conditions, wellhead prices 
range from 3.6 to 5 cents per thou- 
sand cubic feet, varying prices being 
paid to different producers at the same 
time. In contrast, there is evidence 
that the “commercial heat value” of 
natural gas, in terms of competitive 
fuel equivalents, is in excess of 10 


i cents per thousand cubic feet at the 


i wellhead. 
ral & 


**- @ has three principal production hori- 


i zons, they are so interconnected as to 
| make in effect one large reservoir of 
a gas. 


While the Guymon-Hugoton field 


Cities’ wells are located in an 
area in which the gas pressure is con- 


i siderably lower than that found be- 
i neath the wells of Peerless. 
3 sult, production from Cities’ wells was 


As a re- 


causing drainage from the Peerless 
section of the field, and Peerless was 


j losing gas even though its wells were 
} not producing. 


Having no pipeline outlet of its 
own, Peerless offered to sell the poten- 
tial output of its wells to Cities Serv- 
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ice. Cities refused except on the con- 
dition that Peerless dedicate all gas 
from its acreage, at a price of 4 cents 
per thousand cubic feet, for the life 
of the leases. Dissatisfied with the 
price and the other terms, Peerless re- 
quested the Oklahoma Corporation 
Commission (a) to order Cities to 
make a connection with a Peerless 
well and purchase the output of that 
well ratably at a price fixed by the 
Commission, and (b) to fix the price 
to be paid by all purchasers of natural 
gas in the Guymon-Hugoton field. 
Shortly thereafter, the Oklahoma 
Land Office intervened as owner in 
trust of large acreages in the field. 
The Land Office alleged that no fair, 
adequate price for natural gas existed 
in the field; that existing prices were 
discriminatory, unjust, and arbitrary 
and if continued would deplete, de- 
stroy and exhaust the field within a 
few years. It joined Peerless’ prayer 
for relief. The Commission there- 
upon, by written notice, invited all 
producers and purchasers of gas in the 
field to appear and participate in the 
proceedings. 

The Commission heard testimony 
to the effect that the field price of gas 
has a direct bearing on conservation. 
Witnesses testified that low prices 
make enforcement of conservation 
more difficult, retard exploration and 
development, and result in abandon- 
ment of wells long before all recov- 
erable gas has been extracted. They 
also testified that low prices contribute 
to an uneconomic rate of depletion and 
economic waste of gas by promoting 
“inferior” uses. 

At the end of the hearings, the 
Commission concluded that there was 
no competitive market for gas in the 
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Guymon-Hugoton field, that the in- 
tegrated well and pipeline owners were 
able to dictate the prices paid to pro- 
ducers without pipeline outlets, and 
that as a result gas was being taken 
from the field at a price below its eco- 
nomic value. It further concluded that 
the taking of gas at the prevailing 
prices resulted in both economic and 
physical waste of gas, loss to producer 
and royalty owners, loss to the state 
in gross production taxes, inequitable 
taking of gas from the common source 
of supply, and discrimination against 
various producers in the field. On 
the basis of these findings, the Com- 
mission issued the two orders chal- 
lenged here. The first provided “that 
no natural gas shall be taken out of 
the producing structures or forma- 
tions in the Guymon-Hugoton field 


at a price at the wellhead of 
less than 7 cents per thousand cubic 
feet of natural gas measured at a pres- 
sure of 14.65 pounds absolute pres- 


sure per square inch.” The second 
directed Cities Service “‘to take ratably 
from [ Peerless’] well 
in accordance with the formula for 
ratable taking prescribed in Order No. 
17867 of this Commission” (a provi- 
sion not under attack here), and at 
the same price and pressure terms in- 
dicated inthe general field-price order. 
[1] On appeal to the Oklahoma 
supreme court, Cities Service at- 
tacked the orders on the following 
grounds: (1) that the Commission 
acted beyond its authority in that 
Oklahoma statutes did not permit 
general price fixing or specific price 
fixing at a figure in excess of the pre- 
vailing market price, and in that the 
statutes did not contemplate the pre- 
vention of economic, as distinct from 


87 PUR NS 


physical, waste; (2) that if construed 
to permit such price fixing, the statutes 
and orders thereunder violated the 
state Constitution; (3) that if so con- 
strued, the statutes and orders violated 
the due process and equal protection 
clauses of the Fourteenth Amendment, 
in that (a) there was no evidence of 
physical waste in the Guymon- 
Hugoton field and the price order can- 
not be reasonably related to the pre- 
vention of waste, (b) the statutes con- 
tain no adequate standards governing 
the Commission’s price-fixing powers, 
(c) the orders are too vague, (d) the 
proceedings lacked procedural due 
process, and (e) the specific order dis- 
criminates against Cities Service, and 
the general order, applying only to 
the Guymon-Hugoton field, discrim- 
inates against those producing or pur- 
chasing in that field; (4) that the or- 
ders violate the commerce clause, Art 
I, § 8, in that they cast an undue bur- 
den on, and discriminate against, in- 
terstate commerce. 

The supreme court of Oklahoma re- 
jected these claims. It found that the 
Oklahoma statutes fully empowered 
the Commission to take the action 
which it took. The Oklahoma legis- 
lature, as early as 1913, declared that 
gas underlying land is the property of 
the landowner or his lessee; that gas 
may be taken from a common source 
of supply proportionately to the 
natural flow of the well and that the 
drilling of a well by an owner or les- 
see shall be regarded as reducing to 
possession his share of the gas; that 
any person taking gas from the field, 
except in cases not here pertinent, 
shall take ratably from each owner in 
proportion to his interest and upon 
such terms as may be agreed upon; 
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that if no agreement can be reached 
then the price and terms shall be such 
as may be fixed by the Corporation 
Commission after notice and hear- 
ing. 52 Okla Stat §§ 23-25, 231- 
233 (1941). These sections explicitly 
authorize the order requiring Cities 
to take gas ratably from Peerless and 
at a specific price. In 1915, Okla- 
homa strengthened its gas conserva- 
tion laws by authorizing regulation of 
production of gas from a common 
source when production is in excess 
of market demand. 52 Okla Stat §§ 
239, 240 (1941). The Commission 
was authorized to limit the gas taken 
by any producer to “such proportion 
of the natural gas that may be mar- 
keted without waste” as the natural 
flow of gas at the wells of such pro- 
ducer bears to the total natural flow of 
the common source. In authorizing 
such regulation, the legislature de- 
clared that it acted “so as to prevent 
waste, protect the interest of the pub- 
lic, and of all those having a right to 
produce therefrom, and to prevent un- 
reasonable discrimination in favor of 
any one such common source of sup- 
ply as against another.” The Okla- 
homa supreme court construed the 
1915 act to permit the general order 
setting a minimum price in the field. 
It further ruled that the economic 
waste was within the contemplation 
of the statute. Finally, with regard 
to state questions, it held that the 
orders did not violate the Oklahoma 
Constitution. 

The Oklahoma court also concluded 
that the statutes so construed and the 
orders made thereunder do not violate 
the Federal Constitution on the 
grounds relied on by Cities Service. 
We agree. 


II 


[2,3] The due process and equal 
protection issues raised by appellant 
are virtually without substance. It 
is now undeniable that a state may 
adopt reasonable regulations to pre- 
vent economic and physical waste of 
natural gas. This court has upheld 
numerous kinds of state legislation de- 
signed to curb waste of natural re- 
sources and to protect the correlative 
rights of owners through ratable tak- 
ing, Champlin Refining Co. v. Cor- 
poration Commission (1932) 286 US 
210, 76 L ed 1062, 52 S Ct 559, 86 
ALR 403, or to protect the economy 
of the state. Railroad Commission v. 


Rowan & Nichols Oil Co. (1940) 310 
US 573, 84 L ed 1368, 60 S Ct 1021. 
These ends have been held to justify 
control over production even though 
the uses to which property may profit- 


ably be put are restricted. Walls v. 
Midland Carbon Co. (1920) 254 US 
300, 65 L ed 276, 41 S Ct 118. 

[4-6] Like any other regulation, 
a price-fixing order is lawful if sub- 
stantially related to a legitimate end 
sought to be attained. Nebbia v. New 
York (1934) 291 US 502, 78 L ed 
940, 2 PUR NS 337, 54 S Ct 505, 
89 ALR 1469, and cases therein 
cited. In the proceedings before the 
Commission in this case, there was 
ample evidence to sustain its finding 
that existing low field prices were “‘re- 
sulting in economic waste and con- 
ducive to physical waste.” That is a 
sufficient basis for the orders issued. 
It is no concern of ours that other 
regulatory devices might be more ap- 
propriate, or that less extensive 
measures might suffice. Such matters 
are the province of the legislature and 
the Commission. 
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We have considered the other argu- 
ments raised by appellant concerning 
due process and equal protection and 
find them similarly lacking in merit. 


III 


[7,8] The commerce clause gives 
to the Congress a power over inter- 
state commerce which is both para- 
mount and broad in scope. But due 
regard for state legislative functions 
has long required that this power be 
treated as not exclusive. Cooley v. 
Port Wardens (1851) 12 How (53 
US) 299, 13 L ed 996. It is now well 
settled that a state may regulate mat- 
ters of local concern over which Fed- 
eral authority has not been exercised, 
even though the regulation has some 
impact on interstate commerce. Park- 
er v. Brown (1943) 317 US 341, 87 
L ed 315, 63 S Ct 307; Milk Control 
Board v. Eisenberg Farm Products 
(1939) 306 US 346, 83 L ed 752, 59 
S Ct 528; South Carolina State High- 
way Dept. v. Barnwell Bros. (1938) 
303 US 177, 82 L ed 734, 58 S Ct 
510. The only requirements consist- 
ently recognized have been that the 
regulation not discriminate against 
or place an embargo on interstate 
commerce, that it safeguard an ob- 
vious state interest, and that the local 
interest at stake outweigh whatever 
national interest there might be in the 
prevention of state restrictions. Nor 
should we lightly translate the quies- 
cence of Federal power into an affir- 
mation that the national interest lies 
in complete freedom from regulation. 
South Carolina State Highway Dept. 
v. Barnwell Bros. supra. Compare 
Leisy v. Hardin (1890) 135 US 100, 
34 L ed 128, 10 S Ct 681, decided 
prior to the Wilson Act [Aug. 8, 
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1890] 26 Stat 313, Chap 728, with 
Re Rahrer (Wilkerson v. Rahrer) 
[1891] 140 US 545, 35 L ed 572, 11 
S Ct 865, decided thereafter. 


That a legitimate local interest is at 
stake in this case is clear. A state is 
justifiably concerned with preventing 
rapid and uneconomic dissipation of 
one of its chief natural resources. The 
contention urged by appellant that a 
group of private producers and royalty 
owners derive substantial gain from 
the regulations does not contradict 
the established connection between the 
orders and a statewide interest in con- 
servation. Cf. Thompson v. Consoli- 
dated Gas Utilities Corp. (1937) 300 
US 55, 81 L ed 510, 57 S Ct 364. 


We recognize that there is also a 
strong national interest in natural gas 
problems. But it is far from clear 
that on balance such interest is 
harmed by the state regulations under 
attack here. Presumably all consum- 
ers, domestic and industrial alike, 
want to obtain natural gas as cheaply 
as possible. On the other hand, 
groups connected with the production 
and transportation of competing fuels 
complain of the competition of cheap 
gas. Moreover, the wellhead price of 
gas is but a fraction of the price paid 
by domestic consumers at the burner- 
tip, so that the field price as herein 
set may have little or no effect on the 
domestic delivered price. Some in- 
dustrial consumers, who get bargain 
rates on gas for “inferior” uses, may 
suffer. But strong arguments have 
been made that the national interest 
lies in preserving this limited resource 
for domestic and industrial uses for 
which natural gas has no completely 
satisfactory substitute. See generally, 
FPC, Natural Gas _ Investigation 
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(1948) ; Federal Power Commission 
v. Hope Nat. Gas Co. (1944) 320 US 
591, 657-660, 88 L ed 333, 373-376, 
51 PUR NS 193, 64 S Ct 281 (dis- 
senting opinion). In so far as con- 
servation is concerned, the national 
interest and the interest of producing 
states may well tend to coincide. In 
any event, in a field of this complexity 
with such diverse interests involved, 
we cannot say that there is a clear na- 
tional interest so harmed that the 
state price-fixing orders here employed 
fall within the ban of the commerce 
clause. Parker v. Brown, supra, and 
Milk Control Board v. Eisenberg 
Farm Products, supra. Nor is it for 
us to consider whether Oklahoma’s 
unilateral efforts to conserve gas will 
be fully effective. See South Carolina 
State Highway Dept. v. Barnwell 
Bros. supra (303 US at pp. 190, 191, 
82 L ed at pp. 741-743). 

H. P. Hood & Sons v. Du Mond 
(1949) 336 US 525, 93 L ed 865, 
69 S Ct 657, is not inconsistent with 
this result. The Hood Case specif- 
ically excepted from consideration the 
question here raised, whether price 
fixing was forbidden as an undue 
burden on_ interstate commerce. 
Moreover, the court carefully distin- 
guished Eisenberg, which approved 
price regulations even though applied 
to a producer whose entire purchases 
of milk went directly, without proc- 
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The 


essing, into interstate commerce. 
vice in the regulation invalidated by 
Hood was solely that it denied facil- 
ities to a company in interstate com- 
merce on the articulated ground that 
such facilities would divert milk sup- 
plies needed by local consumers; in 
other words, the regulation discrimi- 
nated against interstate commerce. 
There is no such problem here. The 
price regulation applies to all gas taken 
from the field, whether destined for 
interstate or intrastate consumers. 


Appellant does not contend that the 
orders conflict with the Federal au- 
thority asserted by the Natural Gas 
Act, 52 Stat 821, Chap 556 ([June 
21,] 1938), 15 USCA §§ 717 et seq., 
FCA title 15, §§ 717 et seq. (1948). 
The Federal Power Commission has 
not participated in these proceedings. 
Whether the Gas Act authorizes the 
Power Commission to set field prices 
on sales by independent producers, or 
leaves that function to the states, is not 
before this court. 

We hold that on this record the 
Oklahoma Corporation Commission 
issued valid orders, and that the de- 
cision of the court below should be 


Affirmed. 


Mr. Justice Black is of the opinion 
that the alleged Federal constitutional 
questions are frivolous and that the 
appeal therefore should be dismissed. 
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APPEARANCES: 


UNITED STATES SUPREME COURT 


Phillips Petroleum Company 


State of Oklahoma et al. 


No. 73 
340 US —, 95 L ed —, 71 S Ct 221 
December 11, 1950 


PPEAL by gas company from state court judgment affirming 

Commission order establishing minimum price for natural 

gas at wellhead and requiring taking of gas ratably from another 

producer in the same field at such price; affirmed. See also 
(1950) 87 PUR NS ante, p. 41, 71 S Ct 215. 


Gas, § 9 — Price-fixing orders affecting natural gas — Equal protection on due 


process clauses. 
State Commission orders fixing the minimum wellhead price of gas taken 
from a field and specifically directing a producer to take gas ratably from 
another producer in the same field at such price do not violate either the due 
process or equal protection clauses of the Fourteenth Amendment, even 
though the producer does not purchase from other producers in the field and 
does not own any pipelines. 


n 
R. M. Williams 





and Don Emery, both of Bartlesville, 
Oklahoma, argued the cause for ap- 
pellant ; T. Murray Robinson, of Okla- 
homa City, Oklahoma, argued the 
cause for appellee, State of Oklahoma ; 
Floyd Green, of Oklahoma City, Okla- 
homa, argued the cause for appellee, 
Corporation Commission of Okla- 
homa. 


Mr. Justice CLARK delivered the 
opinion of the court: 

This is a companion case to Cities 
Service Gas Co. v. Peerless Oil & Gas 
Co. 340 US —, 95 Led —, 71 S Ct 
215, decided this date. Appellant is 
a producer in the Guymon-Hugoton 
field, owning leases on approximately 
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183,000 acres, but unlike Cities Serv- 
ice it does not purchase from other 
producers in this field. It has its own 


gathering system through which gas J 


is transported to a central point in 
Hansford county, Texas. There the 
gas is processed for the extraction of 
gasoline and other liquid hydrocar- 
bons. These by-products are either 


utilized or sold, and the residue of § 


natural gas is sold to pipeline com- 
panies. Appellant’s first appearance 
before the Oklahoma Corporation 
Commission in connection with the 
Peerless proceedings was on January 
17, 1947, after the entry of the order 
setting a minimum price on all natural 


gas taken from the Guymon-Hugoton J 
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field. Phillips moved that the Com- 
mission either vacate the order in so 
far as applicable to it, or clarify the 
application of the order to gas not ac- 
tually sold at the wellhead. On Feb- 
ruary 4, 1947, the Commission issued 
Order No. 19702, refusing to vacate 
or further clarify its general minimum 
price order. The Commission con- 
cluded that Phillips had no standing 
to complain of the general order since 
the company was currently complying 
with it by realizing on the average, 
from sale and utilization of by-products 
and sale of gas, the minimum price set. 

On appeal, the Oklahoma supreme 
court consolidated the two cases and 
with respect to Phillips stated: “Our 
discussion of the Cities Service appeal 
is here applicable. We find no basis 
in the due process and equal protection 
clause of the Federal and state Con- 
stitutions for condemning the orders 
appealed from in their application to 
Phillips.” (1950) — Okla —, 85 
PUR NS 412, 427, 220 P2d 279, 292. 
It is apparent from this opinion that 
the court below took jurisdiction and 
passed upon the constitutional issues 
raised. We assumed therefore that 
the court, noting the evidence of injury 
contained in the record, found no tech- 
nical defects in the pleadings before 
the Commission which would deprive 
Phillips of standing to appeal. We 
noted probable jurisdiction of the ap- 
peal to this court in order to secure 
a complete picture of the issues at stake. 


Appellant does not argue that the 
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orders violate the commerce clause. In 
other respects, the appeal presents only 
minor variations of the issues raised by 
Cities Service. Phillips argues that 
it is not a purchaser but merely a 
producer ; that unlike the situation in 
Cities Service, the order as applied to 
it lacks any connection with correla- 
tive rights, the interest of the public, 
monopolistic practices or discrimina- 
tion. The distinction is without a dif- 
ference: the connection between real- 
ized price and conservation applies to 
all production in the field, whether 
owners purchase from others or not, 
and whether they own pipelines or not. 
In a field which constitutes a common 
reservoir of gas, the Commission must 
be able to regulate the operations of all 
producers or there is little point in reg- 
ulating any. 

Phillips also relies heavily on the 
contention that the orders are unrea- 
sonably vague. In substance, this 
argument is nothing more than that 
the determination by an integrated 
company of proceeds realized from gas 
at the wellhead involves complicated 
problems in cost accounting. These 
problems are common to a host of valid 
regulations. There is nothing to in- 
dicate that Phillips will be penalized 
for reasonable and good faith efforts 
to solve them. 


Affirmed. 


Mr. Justice Black is of the opinion 
that the alleged Federal constitutional 
questions are frivolous and that the 
appeal therefore should be dismissed. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re New York Water Service 
Corporation 


Case 14699 
December 14, 1950 


ene for authority to issue additional shares of common 
stock to be exchanged for outstanding shares of common 
stock; granted subject to modification of applicant’s proposals. 


Security issues, § 108 — Par value of stock — Low value and freezing of capital 
surplus. 

1. The issuance of common stock at a low par value, accompanied by the 
freezing of a specified amount per share in capital surplus which is not 
to be disturbed or altered without the specific approval of the Commission, 
is objectionable, regardless of Federal transfer tax advantages of low 
par value, in view of such factors as the elaborate footnotes in financial 
statements required to explain the balance sheet and the resulting tendency 
to aid speculation or manipulation of stock through subsequent trading in 
the market, p. 54. 


Accounting, § 56.2 — Transfer of unearned surplus — Common capital stock 
account. 
2. A portion of remaining special unearned surplus account may properly 
be restated in common capital stock account, as an incident to a stock split- 
up, where in view of accounting adjustments and earnings since the creation 
of such unearned surplus account the portion to be transferred is available, 
p. 56. 


Security issues, § 108 — Par value of stock — Accounting adjustment. 
3. Authority was granted for the issuance of new common stock with a par 
value of $10 per share to be exchanged on a basis of 8 to one for presently 
outstanding shares of no-par common with a stated value of $1 per share, 
instead of a proposed issuance of new common stock with a par value of 
$8 to be exchanged on a basis of 10 shares for one of the old stock, such stock 
issue to be accompanied by a transfer of a free amount from a special 
unearned surplus account to the capital stock account to make the capital 
stock account equal to the amount of new par value stock outstanding, p. 56. 


Security issues, § 44 — Public interest. 
Statement that the public interest in the issuance of securities involves not 
only the consumers of the utility company but also its security holders, 
p. 54. 

Security issues, § 97 — Par and no-par common stock. 
Discussion of the advantages and disadvantages, respectively, of par and 
no-par common stock and the necessity for management to decide which 
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RE NEW YORK WATER SERVICE CORP. 


kind of stock should be issued, after giving due consideration to all factors 
involved, p. 62. 


APPEARANCES: Sherman C. Ward, 
Acting Counsel (by Frank C. Bowers 
and Laurence J. Olmsted, Assistant 
Counsel), for the Public Service Com- 
mission; Bernard D. Fischman, New 
York, and Bernard Sclove, New York, 
Attorneys, for New York Water 
Service Corporation; Frederick J. 
Wilkens, Rochester Deputy Corpora- 
tion Counsel, city of Rochester, also 
appearing for the following: James C. 
O’Brien, Town Attorney, town of 
Brighton, Rochester, Emmett J. 
Schnepp, Town Attorney, town of 
Irondequoit, Rochester, William A. 
Easton, Town Attorney, town of 
Greece, Rochester. 


My ott, Commissioner: In a peti- 
tion filed in this proceeding on January 
6, 1950, New York Water Service 
Corporation (“New York Water’’) 
requested (1) authority to issue $8,- 
000,000 principal amount of first 
mortgage bonds and $2,500,000 prin- 
cipal amount of sinking-fund deben- 
tures, and use the proceeds therefrom, 
together with additional treasury 
funds, for the redemption of the then 
outstanding first mortgage 5 per cent 
gold bonds, (2) endorsement of the 
consent and approval to the filing 
of a certificate to merge its whol- 
ly owned subsidiary—Rochester & 
Lake Ontario Water Service Cor- 
poration, (3) endorsement of the 
consent and approval to the filing 
of an amendment to the petition- 
er’s certificate of incorporation and 
authority to issue 465,320 shares of 
new common stock with a par value of 
10 cents per share, in exchange for 
the outstanding 46,532 shares of no- 
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par common capital stock with a stated 
value of one dollar per share, on the 
basis of 10 shares of new stock for 
one share of old stock, and (4) en- 
dorsement of the consent and approval 
to the filing of a proposed certificate 
restating the petitioner’s certificate of 
incorporation and all amendments 
thereto to date. 


In a memorandum approved by the 
Commission on April 17, 1950, au- 
thority was granted New York Water 
to issue the bonds and debentures in 
the principal amounts requested and 
to merge its subsidiary—Rochester & 
Lake Ontario Water Service Corpora- 
tion. It was also recommended that 
the request relating to the restatement 
of the petitioner’s capital be denied 
without prejudice. The corporation 
now requests that further considera- 
tion by the Commission be given to 
the restatement of its capital. There- 
fore, in this memorandum various 
aspects of the problem involved will be 
discussed and establishment of the 
present capital of the corporation, par- 
ticularly as to its common stock, will 
be reviewed briefly in order that a bet- 
ter understanding of the proposed 
restatement may be had. 

The common stock of petitioner now 
outstanding was issued under author- 
ity granted by the Commission by or- 
der dated May 13, 1947, in Case 
11736. That proceeding pertained to 
the reorganization and recapitalization 
of New York Water which involved 
the surrender, by Federal Water and 
Gas Corporation to New York Water 
for no consideration, and cancellation 
of the entire common capital stock then 
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outstanding, consisting of 26,015 
shares with a par value of $100 each. 
The 50,000 shares of 6 per cent cu- 
mulative preferred capital stock with a 
par value of $100 each, of which 46,- 
532 shares were outstanding, were re- 
classified into a like number of common 
shares having a stated value of one 
dollar per share, and the 46,532 shares 
outstanding were exchanged for the 
new common stock on a share for share 
basis. 

In the reorganization proceeding, 
New York Water originally desired 
to establish a temporary stated value 
of $10 per share for the new common 
stock. That request was denied by the 
Commission and a value of one cent 
per share, or a total capital of $500 
was fixed pending final determination 
of the actual net worth of the corpora- 
tion. This nominal amount was de- 
termined upon at that time because 
it was apparent to the Commission 
that, on the basis of the then reported 
balance sheet, no equity existed for any 
group of stockholders. It developed, 
however, that stock of the stated value 
proposed could not be issued and, 
thereupon, New York Water was au- 
thorized to issue common stock with 
a stated value of one dollar per share 
to the former preferred stockholders. 
Now the petitioner wishes to split these 
46,532 shares of common stock into a 
larger number of shares. 

In the instant proceeding, the peti- 
tioner initially requested the endorse- 
ment of the consent and approval of 
the Commission to the filing of an 
amendment to its certificate of incor 
poration which would change the pres- 
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par value of 10 cents each. Thus, 
the amount of capital the corporation 
could issue would remain at $50,000. 
It was proposed next to issue 465,320 
shares of new stock in exchange for 
the outstanding 46,532 shares of no- 
par stock on the basis of 10 shares of 
new for one share of old. It was 
also indicated at the hearing that the 
petitioner was willing to assign one 
dollar per share to the new common 
stock and transfer $418,788 from un- 
earned surplus—special to common 
capital stock, if the Commission were 
not receptive to a stock with a 10- 
cent par value. 

It was pointed out in the memoran- 
dum approved by the Commission on 
April 17, 1950, that, at the time the 
hearing was initially closed in this pro- 
ceeding, neither the amendment to the 
certificate of incorporation nor the pro- 
posal to issue new common capital 
stock had been submitted to, or ap- 
proved by, the common stockholders. 
The conclusion reached, therefore, was 
that any finding by the Commission 
would amount to a recommendation 
(or a directive) to the stockholders 
for certain action on their part. Such 
procedure would have been a rever- 
sal of the Commission’s past policy of 
not making a determination on a pro- 
posal that has not been acted upon by 
stockholders whose interests were in- 
volved. 

Shortly after the memorandum con- 
taining the foregoing conclusion was 
served on the corporation, a certified 
copy of a resolution adopted by peti- 
regular 


tioner’s stockholders at a 


annual meeting, held on April 18, 1950, 


was transmitted to the Commission 
under date of April 26, 1950. Accord- 
ing to that document, holders of more 
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than two-thirds of the outstanding 
shares of common stock voted affirma- 
tively in favor of (1) changing the 
presently authorized 50,000 shares of 
no-par common capital stock into 500,- 
000 shares having a par value of one 
dollar per share, (2) exchanging 10 
shares of new stock for one share of 
old stock upon surrender of the lat- 
ter certificates, and (3) increasing the 
capital of the corporation to $465,320 
by the transfer of $418,788 from un- 
earned surplus—special—all subject to 
the approval of the Commission. The 
board of directors and officers of the 
corporation were authorized to take 
all necessary steps to carry out the fore- 
going changes. 

Upon receipt of the resolution, the 
officials of the corporation were ad- 
vised that a common stock with a par 
value of one dollar per share was not 
acceptable to the Commission. There- 
upon, in a communication dated May 
31, 1950, petitioner submitted two new 
proposals. In one it was suggested 
that the Commission approve a new 
common stock with a par value of 
$7.50 per share, permit the corporation 
to issue 10 shares of the new stock for 
one share of old, and transfer $3,443, 
368 from unearned surplus—special 
to its capital account. As an alterna- 
tive, it was suggested that the Com- 
mission permit the issuance of 10 
shares of new stock having a par value 
of one dollar per share for one share 
of old stock and, at the same time, re- 
quire the corporation to transfer an 
additional $6.50 per share of new stock 
from unearned surplus—special to a 
capital surplus. It was also proposed 
that no further or subsequent chang: 
or transfer of capital or capital surplus 


could be made by the petitioner with 
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out the approval of the Commission. 
The effect of this proposal would have 
increased the capital account of the 
corporation to $465,320 and, in effect, 
freeze $3,024,580 in a capital surplus 
account. For various reasons, no def- 
inite action has been taken by the 
Commission on either of the foregoing 
proposals. 

After further discussion with the 
corporation’s officials, it was proposed 
in a communication dated September 
15, 1950, that the new common stock 
have a par value of $8 per share and 
be split on a 10-for-one basis, or 
limit the par value of the new stock to 
one dollar per share and freeze $7 per 
share in capital surplus. Asan alterna- 
tive, an 8-for-one split and a par value 
of $10 per share, or a par value of 
one dollar per share and the freezing of 
$9 per share in capital surplus, was 
suggested. In a subsequent communi- 
cation to the Commission dated Octo- 
ber 19, 1950, the petitioner pointed 
out that the market price of its com- 
mon stock was $153 bid, $160 offered, 
and that although it was not averse to 
a common stock having a par value 
of $10 per share and an 8-for-one split, 
it preferred exchanging 10 shares of 
new stock having a par value of $8 
per share for one share of old stock. It 
was urged further that the latter ex- 
change basis would place the market 
price of the stock within a range which 
would have a broader investor appeal. 
Under either proposal, however, a par 
value stock of one dollar per share 
plus capital surplus, to the extent of 
either $8 or $10 per share, would also 
be acceptable to the petitioner, and it 
was stated that the petition would be 
amended to conform to one of the fore- 


going proposals 
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[1] Let us now consider one part 
of the petitioner’s proposals, namely, 
the freezing of a specified amount per 
share in capital surplus which is not 
to be disturbed or altered without the 
specific approval of the Commission. 
The first question posed is: What are 
the advantages or disadvantages of 
fixing the par value of the new com- 
mon stock at one dollar per share and 
freezing in capital surplus an amount 
equivalent either to $7 or $9 per share 
of new common stock to be outstand- 
ing? The principal advantage under 
such a proposal that at once comes to 
mind is that it would appreciably ben- 
efit the holders of the new common 
stock in so far as the Federal transfer 
tax is concerned. This tax is paid by 
the individual stockholders on the ba- 
sis of the par value of the stock trans- 
ferred, would be eight or ten times 
greater on a stock having a par value 
of $8 or $10 per share than on a stock 
with a par value of one dollar per share. 
The transfer tax paid to the state 
would undoubtedly be the same wheth- 
er the stock had a one dollar or a $10 
par value per share, since the amount 
of this tax is based on the selling 
price which, in turn, is presumably 
based on investor appraisal of current 
and prospective earnings of the cor- 
poration. Thus, the holders of such 
stock would realize a substantial ad- 
vantage on all subsequent transfers, 
regardless of the market price. Can 
it be said that this resultant effect, 
which will save Federal transfer taxes 
to holders of the stock, is in the public 
interest? Public interest, of course, 
involves not only the consumers of 
petitioner but also its security holders. 
But does public interest require ap- 
proval of this type of capitalization? 
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As a matter of fact, public interest 
could very well be adversely affected 
by the adoption of such a proposal. 

For example, if the petitioner were 
authorized to freeze a_ substantial 
amount in capital surplus, its balance 
sheet would continue to reflect an 
amount of over $3,200,000 in unearned 
surplus or a subdivision thereof (the 
account specified in the presently effec- 
tive Uniform System of Accounts 
adopted by this Commission). In the 
event of future financing, particularly 
equity financing, the creation of a large 
unearned surplus on the balance sheet 
would undoubtedly react as a det- 
riment to the credit of the corporation, 
unless adequately explained. Such ex- 
planation, of course, would require the 
attachment of numerous footnotes to 
the balance sheet, in the event of the 
issuance of a prospectus for competi- 
tive bidding purposes, or make it nec- 
essary for the petitioner to satisfy 
private investors, underwriters and 
others as to the real significance of 
the unearned surplus account. 

For example, let us assume that the 
corporation has 500,000 shares of 
common capital stock with a par value 
of one dollar each outstanding and a 
restricted capital surplus of $4,500,- 
000, or a total equity of $5,000,000. 
The corporation needs additional funds 
for construction purposes and the mar- 
ket warrants the issuance of preferred 
stock. Obviously, a large restricted 
capital surplus could adversely affect 
the price at which the new preferred 
stock could be issued, and would have 
to be adequately and satisfactorily ex- 
plained to underwriters and investors. 
But how would subsequent holders of 
the preferred stock be kept informed of 
the fact that such surplus is not avail- 
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able for dividends, in the event of 
diminishing earnings? Would not 
such stockholders continuously demand 
dividend payments from this surplus, 
in the event of unfavorable economic 
conditions? Yet restrictions on the 
capital surplus properly contained 
in the petitioner’s certificate of in- 
corporation would prevent the pre- 
ferred stockholders from touching such 
surplus except, possibly, in case of a 
capital liquidation of the corporation. 
It cannot definitely be found that this 
type of capitalization would benefit the 
corporation in the future financing 
through the issuance of preferred 
stock. 

Now let us assume the same capital- 
ization and the desirability of equity 
financing through the issuance of 
common capital stock. On the basis 
of the present bid price of about $150 
per share for petitioner’s common 
stock, the new stock, on the basis of 
a 10-for-one split, would initially sell 
at about $15 per share. Would in- 
vestors be willing to buy additional 
common with a spread of $14 between 
par and market? The answer is prob- 
ably in the affirmative if their appraisal 
of the prospective earnings supported 
such price, since the relationship be- 
tween market price and par value or 
stated value of a stock is only coin- 
cidental when they conform. A com- 
parison of par value to market price in 
recent sales of a few utilities is as 
follows: 

Par Market 
Value Price 
The Dayton Power and Light 


EE ois nceoeciwacen 7 308 
Ce I 5 ncciccecs cence 8 302 
Pacific Gas and Electric Com- 

DE incacnennnrsenesenes 25 328 
Virginia Electric and Power 

CRED bvcesdovewceeeses 10 193 


In each of the above instances, the 
market price is greater than the par 
value of the stock. On the other hand, 
railroad common stocks are repre- 
sentative of par value stocks selling for 
considerably less than par. By way 
of illustration of the relationship, 
3altimore & Ohio Railroad, having a 
par value of $100 per share, recently 
sold for 142, and Northern Pacific 
Railroad, with the same par value, 
sold for 264. These are but two ex- 
amples; they merely show that wide 
diversity exists between par value and 
market price. 

But if it were possible to issue and 
sell additional common stock at or 
about the prevailing market, the bal- 
ance sheet, after reflecting such sale, 
would be more askew than ever. For 
example, if an additional 50,000 shares 
of $100 common stock were marketed 
at $15 per share, the premium account 
would reflect a balance of $700,000, 
as compared with a balance of $550,- 
000 in the common stock account—the 
latter consisting of $500,000 for the 
original issue of stock and $50,000 
for the additional shares. Certainly, 
the recording of this type of security 
transaction would not aid in the 
simplification of the financial status of 
the corporation, as reflected by its bal- 
ance sheet ; it would only make it more 
complex. 

One further aspect of this proposal 
should be mentioned. In the instant 
case, the petitioner would not save any 
corporation organization tax, which is 
payable to the state of New York, 
whether the new stock has a par value 
of one dollar or $10 per share. Under 
the statute, a tax of 1/20 of one per 
cent on the par value of all shares with 
par value must be paid to the state 
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when the stock is created. If the cor- 
poration were authorized to issue 500,- 
000 shares with a par value of one 
dollar per share, the tax would amount 
to $250, whereas on 500,000 shares 
with a par value of $10 per share, it 
would aggregate $2,500. In either 
event, however, the petitioner would 
receive a credit of 5 cents per share, or 
$2,500, for the presently outstanding 
common stock without par value which 
it proposes to change into par value 
stock. Consequently, it would be un- 
necessary to pay any organization tax 
on either a one dollar or $10 par stock. 

Considering all of these factors, it is 
extremely doubtful that the presence 
of an unearned surplus balance, rep- 
resenting real equity in a utility, would 
be of material aid to a proper appraisal 
of the financial status of a corporation 
as expressed by its balance sheet, unless 
such financial statement was supported 
by elaborate footnotes. There are 
many classes of unearned surplus which 
may or may not reflect equity and if 
such unearned surplus is not held to 
provide for impairments and deficien- 
cies and is a proper part of the common 
stockholder’s equity, why should it not 
be reflected in the capital account for 
the purpose of simplicity? Further, 
the common stockholders’ equity 
should not be frozen in unearned sur- 
plus, if it will, in any manner, aid in 
speculation or manipulation of stock 
through subsequent trading in the 
market. The Commission has insisted 
that common stock or other securities 
which, under its jurisdiction, utilities 
are authorized to issue, should not be 
considered instruments for speculation ; 
they should be considered as invest- 
ments which the public will willingly 
buy and hold for income purposes. 
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The conclusion, therefore, is that, if 
the petitioner is authorized to create 
additional common stock and issue 
such stock to present holders on either 
a 10-for-one or an 8-for-one basis, 
there are no justifiable reasons why a 
portion of the stockholder’s equity 
should be divorced from capital and 
frozen in a capital surplus account. 

[2, 3] Let us now consider the 
other part of the petitioner’s proposal, 
namely, the creation of a new common 
stock with a par value of $10 per share 
and an exchange of such stock on the 
basis of 8 shares of new for one share 
of old, or to create a new common 
stock with a par value of $8 per share 
with an exchange on the basis of 10 
for one. If approval were to be grant- 
ed to either proposition, it would be 
necessary to authorize the transfer of 
$3,676,028 from petitioner’s unearned 
surplus—special to its capital stock ac- 
count. Therefore, the query is: Has 
the financial status of New York 
Water improved since September 30, 
1944, when the Commission concluded 
that both of the then outstanding 
capital stocks would have no asset 
value if all impairments in assets and 
deficiencies in reserves were provided 
for, to the extent that it now has $3,- 
676,028 of free surplus (unearned or 
earned ) which can be transferred to its 
capital stock account? 

For the purpose of discussing this 
problem, the reported balance sheets of 
the petitioner as of September 30, 1944 
—the statement on which the Com- 
mission based its conclusions in Case 
11736—and June 30, 1950, have been 
compiled and are set forth in Table 
1. According to the memorandum ap- 
proved by the Commission in Case 
11736, the indicated impairments and 
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questioned asset items, exclusive of any 
deficiency in the depreciation reserve, 
amounted to $12,790,905.69 as of 
September 30, 1944. This amount 
was sufficient to wipe out the then 
existing surplus of $4,650,419.91 
(earned surplus of $174,517.95 and 
reserve of $4,475,901.96), eliminate 
the book stated value of the common 
and preferred stocks aggregating $7,- 
254,700, and create a deficit of $885,- 
785.78 without considering the cu- 
mulative unpaid dividends on the 
preferred stock. 

An examination of the balance 
sheets shows, however, that many 
changes have taken place in the ac- 
counts of the corporation between 
September 30, 1944, and June 30, 
1950. In the first place, the assets as 


of June 30, 1950, which include the 
accounts of the former Rochester and 
Lake Ontario Water Service Corpora- 
tion, are about $5,000,000 less than 
they were on September 30, 1944. 
During the same period, the capital 
stock accounts were reduced $7,208,- 
118, long-term debt decreased by $3,- 
106,000, and the surplus accounts 
increased by about $3,826,000. The 
cumulative unpaid dividends on the 
former outstanding preferred stock 
were canceled. 

Except for the reduction in capital 
stock accounts and the write-off of the 
capital stock expense, practically all 
other revisions and adjustments to the 
balance sheet accounts of petitioner 
were accomplished in the instant pro- 
ceeding : 


TABLE 1 
Reported Balance Sheets as of September 30, 1944, and June 30, 1950 


Assets and Other Debits 
Water plant in service 
Construction work in progress 
Water plant held for future use 
Water plant acquisition adjustments 


Water plant in process of reclassification—credit 


Unclassified water plant 
Total utility plant 
Other physical property 


Investments in associated companies 
Other investments 


Total investment and fund accounts .. 


Cash 
Special deposits 


I ED: wid igdec dncnneGk esaeuewesans 


Temporary cash investments 
Accounts receivable 
Receivables from associated companies 
Interest and dividends receivables 
Accrued utility revenue 
Materials and supplies 
Prepayments 


Total current and accrued assets 
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September June 
30, 1944 30, 1950 

civ evaunsenees $7,648,639.82 $15,624,630.21 
iaia hb sisi pendent 179,958.36 806,201.42 
EbsenEeKeeeRe Ne 36,195.15 25,849.81 
cienseeeeenenne 1,266,898.61 3,291,396.60 
here teiaees — 14,231.36 

inet rnwedeenie 14,278,754.37 -—- 
Mitepiensmnnee $23,410,446.31 $19,733,846.68 
wih ines es $27,970.42 $43,293.68 
Minin aen 4,494,155.36 1,375,075.49 
(ivecksohewnnne 1,500.00 194,714.03 
iptesewaadaases $4,523,625.78 $1,613,083.20 
ie eae kaaes $419,132.53 $252,603.90 
RE Peep rrr 10,501.89 1,586,963.40 
Sika eneenins — 53,381.97 
<ebeenenwoenie 252,880.00 510,000.00 
wet benannceee 135,342.70 299,617.17 
boseccnbidese de —_ 1,439.30 
ae eeeNees -— 3,539.83 
pesondeuuee eee 125,992.73 120,715.91 
ankaae esis 124,034.35 282,267.37 
14,812.03 39,972.98 





$1,082,696.23 $3,150,501.83 
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Unamortized debt discount and expense ..............20e000- $434,978.18 — 
Preliminary survey and investigation charges ................ — $8,160.02 
SN NS co led abad chebos HeSeEKbbehhbbadeeeeeees — 314.28 
RTOMNONE WORT 8 DTOBTORS ooo cccccvdscccccoccesconcscoece _- 8,424.04 
RE CIE GUNNS 66:6 0 6:0000.084045060446040600ndseeeeneS 6,796.88 455,091.79 
SEE GEISER <cenccccsnccbicsissecevesvies $441,775.06 $471,990.13 
CE SOE GID ok onan ceeas dcesaceivisciesasdunsscccvns $498,482.00 ~ 
Total assets and other debits ...............005. 29,957,025.38 $24,969,421.84 
Liabilities and Other Credits 
CI CI WD ede i ccdswewsnccdsescenesaceeacsecenia $2,601,500.00 $46,532.00 
Ne SUNN SRN oro sciswiseeeecunseccneuscscadwwedenns 4,653,200.00 -- 
ee NOE DORE oo seine cosnreccaeenranseeserunseenuane $13,606,000.00 $8,000,000.00 
SUE TUN GUROIIGE ov ccsdccccicccccccceeccesscscessces -— 2,500,000.00 
SE SRE GEE oes co cccccascnewsecicevesscsxes $13,606,000.00 $10,500,000.00 
I CD ois: wkcecttinee Ret neesusunsessencinwaeneienees $50,870.54 $184,383.43 
Matured long-term debt and interest ...............eeeeeeeee — 1,557,647.49 
RY GND: 5 octnkdceveesaenvus seensatanetenneas ‘ann 134,735.35 190,962.60 
PEE canchsinainkine sGnbedeeberesdreiteweenhes ane 297,041.16 137,147.48 
SO ec arrieetateisertvsobatseceuceaveennekesees 283,458.34 66,481.66 
Other current and accrued liabilities ..................000000- 22,777.26 36,155.18 
I NE K.6iC ded die tnd cdennedieteerrneenensawenaes -- 925.00 
Total current and accrued liabilities ................. $788,882.65 $2,173,702.84 
Customers’ advances for construction ............0.eeeeeeeeee $16,036.26 $935,580.35 
GO GTO GENE ac bide dccscecessscecscensevecescesess 98,819.41 153,609.19 
Re ID CIID 5.56 ccs ceacincedacannsaceeenas $114,855.67 $1,089,189.54 
Depreciation—water plant ..........cccccccccccccccccccccees $3,028,365.97 $3,358,879.56 
Depreciation—other property .........cccccccccccccecccccces ~ 6,243.84 
Reserve for uncollectible accounts ...........ccccccccccccees — 21,565.40 
PT EL «ou. cuninahst tae seendinn ene aeewuenebambeees 14,993.47 . 249,959.00 
Possible adjustments of utility plant and depreciation reserves 4,475,901.96 — 
Re WOOO: ones 5 cccsesienciessigussvvwinciaveass $7,519,261.40 $3,636,647.80 
Contributions in aid of construction ............0eeeeeceecees $498,807.71 $47,026.99 
ID SES onsen ccstcnscsescsdasenxewseseacens — $6,948,285.63 
I GND. ka bein ccdcancsccccdcenrcesinssscavesessaduns $174,517.95 528,037.04 
TE WI ako is dcwdeiccepcenccccsaseusdrncs $174,517.95 $7,476,322.67 
Total liabilities and other credits ............... $29,957,025.38 $24,969 421.84 
Cumulative unpaid dividends on preferred stock ............. $3,641,129.00 


It will be recalled that in connection 
with the recent refinancing and mer- 
ger, the petitioner made certain adjust- 
ments to its books, records, and ac- 
counts which resulted in a charge 
against unearned surplus—special of 
over $6,340,000. An additional $75,- 
000 was also written off from the 
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accounts of Rochester & Lake Ontario 
before it was merged with New York 
Water. Nevertheless, the corporation 
had over $7,475,000 in its surplus 
accounts as of June 30, 1950, which 
has been augmented by earnings since 
that date. But to what extent is this 
surplus required for further adjust- 
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ments and revisions to petitioner’s ac- 
counts ? 

Although definite findings as to the 
original cost of all property included 
in “water plant in service” ac- 
count—the book cost of which 
amounted to over $15,600,000 as of 
June 30, 1950—have not been made 
by the Commission as of this date, the 
water bureau has reported that all 
large, unusual, or questioned items of 
cost have been eliminated therefrom. 
It is anticipated that, in completing the 
original cost studies of petitioner’s 
various water plants, further revi- 
sions and adjustments to the reported 
book cost of property will be confined 
to minor amounts and it is not con- 
templated, at the conclusion of the 
examination by the water bureau, that 
the aggregate of possible corrections 
will have any appreciable effect on the 
balance in the surplus accounts of the 
corporation. Therefore, it is reason- 
able to conclude that it is unnecessary 
to restrict or earmark any part of the 
balance in the surplus accounts for 
further modification of the book cost 
for property devoted to the rendition of 
service to the public. 

Since the Commission reached its 
determination in Case 11736, New 
York Water has established its de- 
preciation reserve substantially in con- 
formity with estimates made by the 
staff of the Commission’s water bureau 
and, as indicated in the earlier memo- 
randum in this proceeding, the de- 
ficiency in the reserve as of December 
31, 1949, pertaining to the Rochester 
properties, of about $269,000 is in- 
cluded in the account “other deferred 
debits” pending final amortization. 


The petitioner is also using annual 
rates for accruing depreciation in ac- 


RE NEW YORK WATER SERVICE CORP. 


59 





cord with those recommended by the 
water bureau. 

The petitioner has a balance of $3,- 
291,396.60 in its balance sheet account 
“Water Plant Acquisition Adjust- 
ments,”’ which represents some of the 
questionable items referred to in the 
memorandum in Case 11736—partic- 
ularly those relating to the difference 
between original cost and purchase 
price of predecessor properties of New 
York Water. Disposition of this 
balance has not been resolved and, un- 
questionably, some portion of the bal- 
ance will be written off ; but the meth- 
od to be used in disposing of the entire 
amount has not been decided upon. 
Whatever may be the ultimate disposi- 
tion thereof, the balance in unearned 
surplus special is sufficient to absorb 
the impact of a full write-off, and leave 
a balance adequate to make a transfer 
to capital stock for the purpose of re- 
flecting more realistically the capital of 
the corporation. 

New York Water reported $1,375,- 
075.49 as invested in associated com- 
panies as of June 30, 1950, consisting 
of $1,339,623.69 in preferred and com- 
mon stocks of Western New York 
Water Company and $35,451.80 in 
advances and current accounts to 
South Bay Consolidated Water Com- 
pany. In the prior memorandum in 
this proceeding, it was pointed out that 
the estimated equity in Western New 
York Water Company totaled $447,- 
260.80 as of December 31, 1949, or 
$892,363.09 less than the investment 
appearing on petitioner’s balance sheet. 
In commenting on this difference in 
the earlier memorandum, it was then 
stated : 

“On the other hand, a water dis- 
trict has recently been created in the 
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territory in which Western serves, and 
condemnation of its property is ex- 
pected within the near future. Until 
those proceedings are completed, one 
cannot determine to what extent the 
investment in Western New York is 
impaired.” 


Presumably, the amount of the in- 
dicated impairment, as _ previously 
developed from the reported figures, 
has been reduced as a result of addi- 
tional earnings since December 31, 
1949. However, whether New York 
Water will ultimately sustain a loss on 
this investment depends to a large ex- 
tent upon the award it receives in the 
condemnation proceedings—a matter 
over which this Commission has no 
jurisdiction and is in no position to 
forecast the result. If its equity in 
Western New York has improved 
since December 31, 1949, and if the 
condemnation award is greater than 
the net asset value, as shown by West- 
ern’s books, then, of course, New York 
Water may realize the carrying value 
in its Western New York investment. 
Until these matters are resolved, how- 
ever, it would seem appropriate to es- 
tablish a reserve against a possible loss 
in this investment. 

The total of these two questionable 
items (acquisition adjustments and in- 
vestment in Western New York) ag- 
gregates $4,183,759.69. However, 
New York Water had a balance of 
$6,948,285.63 in its unearned surplus 
—special account as of June 30, 1950, 
and $528,037.04 in its earned surplus, 
or a total of $7,476,322.67. It is ob- 
vious, therefore, that if New York 
Water were required to adjust its ac- 
counts to the full extent of these two 
impairments, it would have approxi- 
mately $3,292,562.98 in excess of the 
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amount required to provide for these 
items. However, this remaining sur- 
plus (unearned and earned) would be 
about $383,465 less than the amount 
required to restate its common capital 
stock account on the basis of either $8 
or $10 per share. 

The figures used in the immediately 
preceding discussion are the reported 
amounts as of June 30, 1950, except 
the indicated impairment in the West- 
ern New York investment which is 
based on data as of December 31, 1949. 
Therefore, the statement that New 
York Water’s unrestricted surplus bal- 
ance (earned and unearned) is $383,- 
465 short of providing for the full im- 
pact of the questioned balance sheet 
items and of permitting a restatement 
of its common capital stock on the 
basis of an $8 or $10 par value per 
share is somewhat misleading. There 
are several other factors, real and 
potential, which should be considered 
before a final conclusion is reached. 


In the first place, the reported earned 
surplus of New York Water increased 
$282,370.64 between June 30, 1950, 
and October 31, 1950, and, presuma- 
bly, there has been a further increase 
since the latter date. This known in- 
crease reduces the previously deter- 
mined deficiency of $383,465 to $101,- 
094, and if the surplus growth con- 
tinues on the same level as during the 
four months ended October 31, 1950, 
the unprovided-for balance will be 
eliminated within two months. 


Secondly, the common stockholder’s 
equity in Western New York has un- 
doubtedly improved since December 
31, 1949, but the amount is unknown. 
Nevertheless, it will also aid in 
creating an unrestricted surplus for 
New York Water. 
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In a proceeding before the Securities 
and Exchange Commission involving 
the liquidation of the former parent, 
Federal Water and Gas Corporation, 
the petitioner filed a claim in the 
amount of approximately $8,000,000 
against the holding company for al- 
leged improper management, dividends 
paid out of capital, excessive fees 
charged, profits on properties sold to 
the petitioner, etc. Subsequently, an 
amended petition was filed by New 
York Water reducing the claim to $2,- 
883,644. In SEC Release No. 10204, 
dated November 7, 1950, 87 PUR NS 
—, it is stated that New York Water 
signed an agreement with Federal to 
settle the claim for $242,925, of which 
$4,700 belongs to Western New York. 
The sum of $238,225, after deducting 
expenses incidental to the recovery, 
will be credited to unearned surplus 
and thereby increase the unrestricted 
surplus balance. Similar accounting 
procedure with respect to the item of 
$4,700 will also tend to increase New 
York Water’s equity in Western New 
York. 

There are two judgments, aggregat- 
ing about $200,000, filed against the 
petitioner which have been appealed 
by the corporation. These suits relate 
to legal services rendered in connection 
with certain condemnation proceed- 
ings. A reserve of $50,000, which the 
petitioner believes adequate to provide 
for these judgments, is reflected on the 
books of New York Water. There is, 
however, a contingent charge against 
surplus to the extent of the difference 
between the reserve and the final 


award ; but if the latter is less than the 
reserve, a possible increment to surplus 
may result. 

The petitioner has also filed claims, 
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amounting to $862,062.48 as of De- 
cember 31, 1949, against its former 
subsidiary, South Bay Consolidated 
Water Company, Inc., which is in re- 
organization proceedings under Chap- 
ter 10 of the Chandler Act. Although 
the final outcome of these reorganiza- 
tion proceedings is unknown at this 
time, the aforesaid SEC release points 
out that South Bay settled its claim 
against Federal for $250,000. It 
would appear, therefore, that there is 
a potential recoupment for New York 
Water in the South Bay reorganiza- 
tion which would add to New York 
Water’s surplus, since its investment in 
South Bay, except for $35,451.80, is 
fully covered by reserves. 

On the basis of this analysis, it 
would appear that the petitioner’s 
financial status will permit the transfer 
of $3,676,028 from unearned surplus 
—special to common capital stock, and 
leave a sufficient balance in the surplus 
accounts to provide for all questionable 
items, even if they should be resolved 
100 per cent against the corporation. 
There can be no accounting question 
raised as to the propriety of such trans- 
fer. The balance currently reflected 
in unearned surplus—special of $6,- 
948,285.63 represents, for all prac- 
tical purposes, the remaining amount 
of the write-down in petitioner’s capital 
when it was reorganized; the earned 
surplus existing at that time having 
been utilized to absorb the write-offs 
previously discussed. Hence, there 
can be no proper objection to restat- 
ing a portion of the remaining un- 
earned surplus—special in the com- 
mon capital stock account. The 
transfer will certainly improve the 
appearance of petitioner’s balance 
sheet. 
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The next and last question is: 
Should the petitioner be authorized to 
create new common stock with a par 
value of $8 per share to be exchanged 
on a basis of 10 shares for one share 
of old, or create new common stock 
with a par value of $10 per share to be 
exchanged on a basis of 8 for one? 
The proportionate ownership would be 
identical under either proposal. Peti- 
tioner contends, of course, that an 8- 
for-one split is less attractive than a 
10-for-one split, as the former would 
create an initial market of about $20 
per share and the latter at about $15 
—either would have a greater investor 
appeal and interest than a stock in a 
higher price range. It is true that the 
usual objective of a stock-split is to 
reach a broader market for the stock, 
and if the price range were between 
one dollar and $5 per share, other 
things being equal, the stock would 
probably have a wider distribution 
than a stock in a higher price range. 
However, the expense of servicing such 
stock, namely, transfer expense, re- 
ports to stockholders, payment of 
dividends, etc., would no doubt be 
greater than the costs incurred in con- 
nection with a $10 par stock selling 
for around $15 per share. 

In an examination of the methods 
for stating common capital stock of 
thirty-three utilities, both within and 
without New York state, it was 
found that out of the seventeen com- 
panies examined within New York 
state, only two have par value stock, 
viz., Staten Island Edison Corpora- 
tion with a par value of $20 per share, 
and Rockland Light and Power Com- 
pany with a par value of $10 per 
share. Of the sixteen companies out- 


side New York state examined, five 
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have common capital stock without 
par value and eleven have par value 
common stock, of which six range 
from one dollar to $8 per share, two 
have $25 par value, and three have 
$10 par value per share. 

In recent capital reorganizations of 
utility companies in this state, the 
Commission has not approved the is- 
suance of new common stock in an 
amount under $10 per share, except 
under unusual circumstances and con- 
ditions. Some of the cases that 
may be mentioned in this category 
are as follows: Niagara Hudson 
Power Corporation (now Niagara 
Mohawk Power Corporation), Niag- 
ara [frontier Transit System, Inc. 
(the former International  Rail- 
way Company), and the Long Is- 
land Lighting Company. In each 
instance, the new common stock 
had a stated value of $10 per share 
except Niagara Frontier, which was 
$10 par value per share.. But all con- 
formed with the minimum amount of 
the standard the Commission believes 
is necessary to prevent a utility from 
falling into the speculative class. It 
would therefore follow that, in the ab- 
sence of good and sufficient reasons, 
the new common stock of New York 
Water should not be less than $10 per 
share, which in this particular in- 
stance will be par value stock, as re- 
quested by the petitioner. 

The Commission has not adopted a 
fixed or definite policy as between par 
and no-par common stock. One of 
the principal factors of interest to the 
Commission, in connection with the 
issuance of new stock, is the amount 


of legitimate unimpaired capital to be ' 


represented by the certificates to be 
issued. As a rule, the actual number 
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of pieces of paper to be handed out is 
of minor importance, provided each 
piece does not represent less than $10 
of the aggregate capital. There are 
advantages and disadvantages to each 
type of stock. The corporate organ- 
ization tax on par stock is less than 
on no-par, provided the par value is 
less than $100 per share. Federal 
transfer tax is also less on par stock 
than on no-par, but the state transfer 
tax is based on the selling price and 
probably would be the same under 
either type. On the other hand, trans- 
fers of free surplus to the capital 
stock account can more easily be made 
with no-par than with par stock— 
and at a substantially lower cost. The 
type of common stock to be issued is, 
therefore, a problem to be decided by 
management after giving due consid- 
eration to all factors involved. 

It is recommended, therefore, that 
New York Water Service Corpora- 
tion (1) be authorized to transfer not 
over $3,676,028 from the account 
“wnearned surplus—special” to its 
common capital stock account, (2) 
that the endorsement of the consent 
and approval of the Commission be 
granted to the filing of an amendment 
to petitioner’s certificate of incorpora- 
tion to create new common stock with 
a par value of $10 per share, and (3) 
that authority be granted for the issu- 
ance of 372,256 shares of new com- 
mon stock with a par value of $10 per 
share in exchange for the presently 
outstanding 46,532 shares of no-par 
common with a stated value of one 
dollar per share; the latter certificates 
to be canceled and destroyed upon sur- 
render. 

The payment of dividends on the 


new common stock is, of course, a 
matter solely within the hands of 
management provided there is surplus 
available for such purposes. Accord- 
ing to recent available data, New 
York Water has declared from its 
1950 operations and will pay divi- 
dends, on its present common stock, 
of $5 per share. On the basis of 
372,256 shares of new $10 par com- 
mon stock, such dividends would 
amount to 62.5 cents per share or 64 
per cent. It is not known whether 
the 1950 dividends include a distribu- 
tion of the settlement with Federal 
Water and Gas Corporation, but the 
financial structure of New York 
Water is such that a return of 5 per 
cent on the original cost of its prop- 
erty less accrued depreciation would, 
in the absence of any unusual con- 
tingencies, provide for a dividend of 
about 6 per cent on the new common 
stock. It should not be construed 
that the Commission is passing on 
the return the corporation should 
earn—5 per cent is used merely to 
indicate what the petitioners would 
have to earn in order to pay a 6 per 
cent dividend on the new common 
stock. 

An order to carry out the forego- 
ing recommendations should not be 
issued until after the petitioner has 
filed with the Commission (1) veri- 
fied proof that the holders of at least 
two-thirds of the common shares now 
outstanding have approved the re- 
statement of the capital account and 
the exchange of 8 shares of new stock 
with a par value of $10 per share for 
one share of old stock, and (2) an 
executed copy of an amended certifi- 
cate of incorporation. 
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Re Fred R. Douty, Doing Business 
As Alrrline Stages 


Case 15015 
November 9, 1950 


PPLICATION for certificate for temporary operation of bus line 
between two municipalities; denied without prejudice to 
application for permanent authority. 


Certificates of convenience and necessity, § 19 — Powers of Commission — Tem- 
porary permits — Necessity of local consents. 

The Commission does not have authority to authorize temporary operation 

of a bus line until the necessary local consents to the operation of the busses 

from the municipalities over whose streets busses are to be operated have 


been obtained. 


APPEARANCES: John Van Voorhis’ 
Sons, Attorneys (by Meyer Fix, of 
Counsel), Rochester, for the peti- 
tioner; Austin W. Erwin, Attorney, 
Geneseo, for Valley Bus Lines, prot- 
estant; Donald G. Houghton, Corpo- 
ration Counsel, and James H. Boom- 
er, Assistant Corporation Counsel, 
Rochester, for the city of Rochester; 
Van Schaick, Woods, Warner, Strath- 
man and Sturman (Leon H. Stur- 
man, of Counsel), Attorneys, Roch- 
ester, for the Rochester Transit 
Corporation. 


By the Commission: The statute 
providing for temporary authority 
was intended to permit the Commis- 
sion to act in cases of emergencies, 


¥ 


and was not intended to give this 
Commission the right to overrule the 
desires of the local municipalities 
which in the first instance have the 
power to determine whether or not 
their streets are to be used for bus 
operation. 

In the present case there appears to 
be no reason why the applicant should 
not first apply to the municipalities 
through which he proposes to operate 
to obtain the necessary local consents. 
The application is accordingly denied 
without prejudice to the making of an 
application for permanent authority 
when and if the petitioner obtains the 
consents of the municipalities through 
which he is to operate. 
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Ohio Power Plans Largest 
Program in History 


HE Ohio Power Company plans to invest 
$34,000,000 during 1951—the biggest year’s 
construction budget in the company’s history. 
It is an increase of 82 per cent over the 1950 
construction budget of $18,700,000—a rise at- 
tributed to two important factors. They are: 
(1) a speed-up in construction of new lines, 
substations, and other facilities to keep pace 
ahead of the demands of an accelerated sched- 
ule in defense industry, and (2) decision to 
begin immediate construction of the new Mus- 
kingum plant near Beverly. 

Coupled with even greater anticipated ex- 
penditures in the following two years, the com- 
pany’s construction budget for the three-year 
period that began January 1 will amount to 
about $116,000,000. Earmarked for 1952 is an 
expenditure of approximately $43,000,000 and 
for 1953, approximately $39,000,000. 


New Bulletin on Stainless 
Steel Tubing 


Sb current restrictions on the use of nickel 
in steel have forced engineers associated 
with the design, fabrication, and application 
of equipment using vital chrome-nickel stain- 
less steels to seriously investigate the use of 
straight chromium stainless grades. To assist 
in solving the problem, The Babcock & Wilcox 
Tube Company has published a new four-page 
bulletin outlining the physical and mechanical 
characteristics of three non-hardening straight 
chromium stainless tubing steels. Known as 
bulletin TDC 140, it discusses B&W Croloy 
18 Al, B&W Croloy 19, and B&W Croloy 27. 

Copies of the bulletin are available free on 
request to the company’s offices at Beaver Falls, 
Pennsylvania. 


New Type Reclosing Relay for 
Power Circuit Breakers 


A= reclosing relay (type ACR), specifical- 
ly designed for use on automatic reclosing 
equipments with all types of power circuit 
breakers, has been announced by the switchgear 
divisions of the General Electric Company. 

The completely automatic reclosing equip- 
ments protect feeders against unnecessary out- 
ages due to temporary faults, by automatically 
restoring service. 

Features of the new relay, not available in 
previous designs, are: optional automatic reset 
at a definite time after any successful reclosure 
attempt ; a self-contained means for permitting 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers ; 
also notices of changes in personnel. 





instantaneous initial and time-delay subsequent 
breaker tripping; and faster immediate re- 
closure. 

Additional information on the new type ACR 
reclosing relay for power circuit breakers is 
contained in bulletin GEA-5593. Copies may 
be obtained from the General Electric Com- 
pany, Schenectady 5, New York. 


Idaho Power Has $22,831,600 
Expansion Budget 


HE Idaho Power Company will spend $22,- 

831,600 this year in continuing its expansion 
program. This is approximately three times as 
much as was invested in 1950 in new electric 
facilities, but slightly less than the $23,000,000 
spent on expansion in 1949 

More than half the money in the budget 
for expansion will go into the C. J. Strike 
development, an earth-fill dam and concrete 
power plant being built on the Snake river 22 
miles southwest of Mountain Home. Some 
$16,300,000 will be spent on the 90,000-kilowatt 
hydroelectric development this year, and $,- 
500,000 or more will be budgeted next year to 
complete the project. 

Extension and rebuilding of distribution lines 
will cost an estimated $2,200,000; new substa- 
tions, $2,000,000 ; transmission lines, other than 
from the C. J. Strike development, $1,200,000. 


R-R Issues New Bulletins 


66 Facts About Office Figures” and “New 
Tempo in Figure Production With The 
Printing Calculator” are the titles of two new 
bulletins recently issued by Remington Rand 
Inc. 

Both illustrated bulletins describe Reming- 
ton Rand Printing Calculators that multiply 
directly, divide automatically, add and sub- 
tract, and print the proof on the tape. 

Of special interest are the pages describing 
the many applications for which Remington 
Rand Printing Calculators are used by com- 
merce and industry. These include computing 
interest, payrolls, short rate cancellations, chain 
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discount, inventory, extending orders, mark-up, 
percentage of increase or decrease, in addition 
to other most-often-used computing functions. 

Copies of both bulletins, AD 536 and AD 
515, will be sent on request by writing Rem- 
ington Rand Inc., 315 Fourth avenue, New 
York 10, New York. 


$21,000,000 Program Planned by 
Carolina Power & Light 


A 221,000,000 construction program—largest 
in the company’s history—was approved 
recently by directors of the Carolina Power & 
Light Company. The budget provides for a 
third generating unit at the Lumberton steam 
electric plant of 100,000 horsepower, and for 
completion of the new Goldsboro plant, with 
two initial units of 100,000 horsepower each. 

In 1950, the company spent $15,500,000 in its 
expansion program. 


J-M Issues New Folder on 
Insulating Fire Brick 


NEW 4-page illustrated folder has been pub- 

lished by Johns-Manville. Entitled, “JM- 
3000 Insulating Fire Brick,” it presents the 
economic advantages, industrial applications 
and refractory properties of this product, the 
first insulating fire brick for sustained use at 
3000 F,. Physical and thermal characteristics 
are given in table form, An illustrated descrip- 
tion highlights the use of these insulating fire 


brick in the construction of a slot type forging 
furnace. The folder also contains summarized 
information on accessory materials and other 
insulating brick made by Johns-Manville. 

Free copies of this publication are now avail- 
able from Johns-Manville, 22 East 40th street, 
New York 16, New York. 


Clifton to Make and Market 
Pierceway Wiring Systems 


om March 1, 1951, the plastic duct electrical 
wiring systems developed by Pierce Lab- 
oratory, Inc., Raritan, New Jersey, have been 
manufactured and distributed by Clifton Con- 
duit Company, Inc., Jersey City, New Jersey. 
Manufacturing and marketing operations are 
now handled through the company’s new 
Pierceway division, with manufacturing activi- 
ties centered in a new plant at Memphis, 
Tennessee. 


$10,000,000 Program Announced 
By Jersey Central Pwr. & Lt. 


N=" $10,000,000 will be spent by Jersey 
Central Power & Light Company during 
1951 on new electric and gas expansion and 
improvement projects, it was announced recent- 
ly by Clyde A. Mullen, vice president in charge 
of operations. 

Since World War II, a total of $25,655,000 
has been spent for new additions and improve- 

(Continued on Page 36) 
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More than 50 BRAND-NEW 
improvements . . . including 


NEW! SMOOTHER RIDE with new, “Ori- 
flow” shock absorbers—standard equip- 
ment on 1/,-, 34-, and 1-ton models. 


NEW! EASIER LOADING with lower 
ground-to-floor height —on all models 
through 2 tons. 


NEW! EASIER BAD-WEATHER STARTING 
with new moistureproof ignition and 
high-torque starting motor. 


NEW! MORE ECONOMICAL PERFORM- 
ANCE with higher (7.0 to 1) compres- 
sion ratio—on all models through 1 ton. 


NEW! SMOOTHER ENGINE IDLING with 
“hotter” spark plugs; on all models 
through 1 ton. 


Dodge 
our 
ee today for 


BRAND-NEW POWER—You get more 
power than ever—engineered for your 
job! Eight new engines—with gross 

orsepower stepped up as much as 20%! 
You get more of the right power for your 
needs—with top economy! Yet, with all 


their extra value, new Dodge ‘‘Job- 
Rated” trucks are priced with the lowest. 


BRAND-NEW EASE-OF-HANDLING— 
You can turn new Dodge ‘‘Job-Rated”’ 
trucks sharper . . . maneuver them more 
easily. New shorter turning diameters! 
New worm-and-roller steering gears! All 
this— plus cross-steering, wide front 
tread and short wheelbase. 


BRAND-NEW BRAKING SAFETY— 
New Dodge ‘“‘-Job-Rated’’ trucks are the 
trucks with new molded, tapered Cycle- 
bond brake linings! New extra-quiet 
action! New extra-smooth, extra-sure 
stopping! New longer lining life! (On 
new 1)4-ton and up trucks, except air 
brake models.) 


PLUS THIS EXCLUSIVE! gyro! Fluid Drive available on +4-, 34-, 
and 1-ton, and Route-Van trucks. 





THE TRUCK THAT FITS YOUR JOB...A DODGE “Job-Ratod” TRUCK 
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ments to service facilities. It is estimated that 
another $15,000,000 will be spent during 1952 
and 1953, making the total expenditures for 
construction projects since the last war in ex- 
cess of $50,000,000, Mr. Mullen said. 

Of the approximate $10,000,000 to be spent 
in 1951, about $5,000,000 will be for the new 
power plant addition at South Amboy now 
under construction. An additional $5,000,000 
on this project will be spent during 1952 and 
1953. 

Expansion of transmission lines and substa- 
tions will approximate another $1,400,000; dis- 
tribution meters and services $1,750,000. 

One of the major gas projects now under 
construction is the introduction of natural gas 
in the company’s southern division. 


Cochrane Issues New Bulletin 
On Zeolite Softener 


(ews CoRPORATION, 17th street and 
Allegheny avenue, Philadelphia, Pennsyl- 
vania, has just issued a new bulletin, numbered 
publication 4520, on sodium zeolite water soft- 
eners, headed “Cochrane Zeolite Softeners fea- 
turing the Cochrane Hydromatic Single Con- 
trol Valve.” A.copy may be had on request. 


National Supply Offers 


New Product to Industry 


. | ‘He NATIONAL Supply CoMPANY’s newest 
product for the electrical industry, ‘“Cen- 
tral” electric metallic tubing, receives a com- 


plete exterior and interior surface finishing to 
give it added protection against the assaults 
of time. 

The tubing is made at the Etna, Pennsyl- 
vania, plant of National Supply’s Spang-Chal- 
fant Division. It is a light-weight steel conduit 
and is adaptable to a wide variety of electrical 
raceway services. 


Wisconsin Pub. Serv. Plans 
$15,691,000 Expansion 


WV soonsix Pusiic SERVICE CORPORATION’S 
1951 construction budget calls for ex- 
penditures of $15,691,000, according to a recent 
announcement. 

The largest single appropriation is $7,500,000 
for a 62,500-kilowatt steam generating unit for 
its Pulliam power plant at Green Bay. This 
new unit is scheduled to go into operation by 
December. The company also has earmarked 
$2,100,000 for construction of a 5,000 kilowatt 
hydroelectric plant at New Menard Isle on the 
Wisconsin river, near Tomahawk. 


Commonwealth Edison Adding 
To Capacity 


( Nenesrenmnen Eptson ComMpaANy during 
the three-year period 1951-53 is adding 
620,000 kilowatts of generating capacity in- 
creasing the total to 1,134,000 kw. added during 
the postwar period. 

(Continued on Page 38) 
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A CHANCE TO GO FISHING 


There's nothing like a financing operation to confound and upset plans 
for a weekend fishing trip. And there's nothing like assigning Lincoln to 
do the printing in order to help smooth away obstacles. You can then 
take your relaxation with the knowledge that capable hands and con- 
scientious watchfulness on our part will ensure that no hitch will mar 
your pleasure. Our 35 years’ experience mean much to you. 
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...Because CLEVELANDS last longer, as 
proved by the high percentage of early 
CLEVELANDS still in daily use. Because 
records show CLEVELANDS are thrifty on 
operating costs, outstandingly low on main- 
tenance expense. And because CLEVELANDS 
cut your total machine investment. 


When you standardize on CLEVELANDS you 

do more work with fewer machines. Built-in 

higher cutting capacity hangs up yardage 
oa ARKES Pe 


DOLLAR . 






records no matter what you’re digging. Each 
CLEVELAND model is engineered to fit more 
different kinds of jobs. CLEVELANDS load 
quickly on truck or trailer for fast jumps 
between jobs. And CLEVELANDS extra- 
rugged design and construction keep them 
out of the repair shop, keep them on the 
job the year ‘round. Investigate today. Call 
your distributor or write direct. 


THE CLEVELAND TRENCHER CO. 


© 20100 ST. CLAIRAVENUE @ CLEVELAND 17, OHIC 
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This will represent an increase of 50 per cent 
since the end of World War II. When the 
program is completed, late in 1953, the com- 
pany will have a total capacity of 3,422,000 kw. 

According to Charles Y. Freeman, chairman, 
demand for electricity and gas last year was 
the highest ever experienced and operating 
revenues reached a new high. 


Consolidated Edison Plans 

$104,600,000 Expansion 

ONSOLIDATED EpisoN COMPANY OF NEW 

York, INc., will spend $104,600,000 on new 
construction this year. 

Eighty-five per cent of the budget will be 
for new electric generating and distribution fa- 
cilities and approximately ten per cent for gas 
facilities. 

\bout $46,000,000 will be spent to expand 
the electric distribution system, mostly to take 
care of new business and to improve present 
service. Of the $9,900,000 to be spent for 
additional gas facilities, about two-thirds will 
go toward improving transmission and distri- 
bution. The 1951 construction budget for the 
utility's steam operations amounted to $1,200,- 
O00 


Honeywell Develops 
New Level Detector 


A= displacement type detector and trans- 
mitter utilizing a bellows seal, providing 
more precise and sensitive control of liquid 
levels, has been developed by Minneapolis- 
Honeywell Regulator Company. 

The new development, said K. R. Knoblauch, 
sales manager of the company’s Valve Divi- 
sion, will detect the smallest changes in liquid 
levels. This detector when used with a stand- 
ard receiving-controlling instrument and a 
diaphragm valve, makes for a smooth, friction- 
free system for extremely accurate control. 

The system offers industry a more precise, 
sensitive method of liquid level contro] than 
either a differential type meter, such as a 
mercury manometer, or a torque tube type 
displacer can provide. It does not replace 
these methods of liquid level control. Instead, 
it supplements them by serving for those appli- 
cations which are considered beyond the capa- 
bilities of differential type or torque tube dis- 
placer type transmitters, 


EEI Issues Promotional Piece 
On “Electrical Living” 

ad Dare ms Come True When You Live Elec- 
trically,” a large 2-fold promotional 

piece for use by electric light and power com- 

panies and cooperating dealers to promote the 

trend toward electrical living, has been released 

by the Edison Electric Institute. 

Attractively printed, the full-color illustra- 
tions show kitchen, bath, laundry, living and 
bed rooms, fully equipped with the various 
electrical appliances. The copy is informally 
slanted to women with emphasis on the fact 
that more leisure time is available, tasks are 
made easier and home decorative effects are 


more interesting and appealing through the 
use of electrical appliances and lighting. 

This promotional piece, designed for distri- 
bution to customers by electric operating com- 
panies and cooperating dealers, may be used 
to excellent advantage at home shows, demon- 
strations, women’s group meetings, home eco- 
nomics classes, houseware shows, and dealers 
display floors. 

“Dreams Come True When You Live Elec- 
trically,” is available at $5.00 per 100, in mini- 
mum quantities of 100. Order should be ad- 
dressed to the Commercial Department, Edison 
Electric Institute, 420 Lexington avenue, New 
York 17, New York. 


l'exas Eastern ‘Transmission 
Begins 791-Mile Pipeline 
ONSTRUCTION work on Texas Eastern 
Transmission Corporation’s new 791-mile 
pipe line, which was authorized by the Federal 
Power Commission recently, is now underway, 
according to George T. Naff, executive vice 
president of the company. 

The new pipe line, 30 inches in diameter, 
will increase Texas Eastern’s peak day delivery 
capacity from 740,000,000 to 1,205,700,000 cubic 
feet of natural gas, 220,000,000 cubic feet daily 
of which is destined for Algonquin Gas Trans- 
mission Company for resale to utilities in Con- 
necticut, Rhode Island, and Massachusetts, 
including Boston. This means, Mr. Naft 
pointed out, that Texas Eastern will be the 
largest transcontinental supplier of natural gas 
to New England. 

The entire project is scheduled for com- 
pletion in time for service in the winter of 
1951-52. 

Texas Eastern’s new line will extend from 
Kosciusko, Mississippi through northwestern 
Alabama, Tennessee, Kentucky, and southeast- 
ern Ohio to Connellsville, Pennsylvania, where 
it will join the existing Inch Lines. From 
Connellsville a new pipe line will be built to 
Texas Eastern’s and New York State Natural 
Gas Corporation’s new jointly-owned 105-bil- 
lion cubic foot Oakford Gas Storage Field. 

Seven compressor stations will be built on 
the new pipe line and six stations will be 
added to the present Texas Eastern System 
east of Connellsville. These stations, aggre- 
gating 98,900 horsepower, will increase the gas- 
pumping power of the entire system to a total 
of 376,300 horsepower. 

In addition to the New England area, the 
enlarged Texas Eastern system will provide 
additional supplies of natural gas in New Jer- 
sey, Pennsylvania, West Virginia, Ohio, and 
Missouri. 


Harold H. Beaty Appointed EEI 
Rural Service Manager 


ee H. Beaty has been appointed rural 
service manager of the Edison Electric 
Institute, succeeding W. J. Ridout, Jr. In this 
capacity he will concern himself with farm 
electrification activities of the EEI and will 
assist the various committees of the Institute’s 
farm section. 
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- (Utility Saves 7 Weeks and $3054 
on Six Transformers by Ordering RM 


Lower prices and faster shipments have sold 
| | a Southeast Texas Utility on the RM* idea 


A recent specific order shows why: 
Six transformers were ordered for 
two important substations. Each was 
a_ single-phase, 1000-kva unit— 
step-down from 67,000 volts to 
7620/13200 volts Y. The net price 
for one of these RM units was $5738, 
while the net price for a comparable 
nonstandard transformer was $6247. 
Total saving—because the utility 
purchased RM—was $3054, and 
what is equally important, shipment 
was made in 11 weeks, versus an 
average delivery at that time of 18 
weeks on non standard transformers 
, of similar ratings. Are you taking full 
- 2 . . . = 
THREE REPETITIVE-MANUFACTURE TRANSFORMERS installed at advantage of RM? Available in single 
| a substation of a large utility in southeast Texas. They are each and three-phase ratings, with or 
rated 1000-kva, single-phase, 67,000 volts to 7620/13200Y. without load-ratio control and fan 

| Cylindrical auxiliary tanks contain oil and an inert gas which ij f 
| excludes oxygen and preserves the insulating oil in main tanks. cooling, RM transformers are easy 
to apply to your system. For com- 

*RM stands for “Repetitive Manufacture.” By using 


standardized construction methods, General Electric plete listings and application infor- 
builds RM power transformers more economically— mation, write for Bulletin GEC-479. 


Sak! 


delivers them faster. RM desi ore av in 

ratings 10,000 kva and below and up to 69-kv, with Apparatus Department, General 

many optional features. Electric Co., Schenectady 3, N. Y. 
401-13E 


GENERAL (6) ELECTRIC 
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A GUIDE TO MOBILE COMMUNICATIONS 
FOR CIVIL DEFENSE 


by The Leece-Neville Company 











JUST PUBLISHED... 
Send for your free copy 


In the interest of Civil Defense, Leece-Neville has 
prepared and published a Mobile Communications 
booklet. Addressed primarily to Civil Defense 
Directors, its contents should interest all who are 
concerned with this important effort. A free copy of 
the 16-page booklet is available to anyone 
connected with Communications, Public 

Protection, or Civil Defense. 

Just write Dept. 26, The Leece-Neville Company, 
Cleveland 14, Ohio. 


Quality Electrical Equipment 
for over Forty Years 
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e doesn’t need to subtract, or even 
rite the figures longhand. And the 
ccounting Department doesn’t ques- 
ion his arithmetic or his handwriting. 
' He records the meter readings with 
ly a few simple pencil marks on IBM 
ards. His job is easier . . . results are 
tter. 
' But this is only a small part of the 










TRACE MARK 








How to make his job easier... 
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story. Other IBM electronic develop- 
ments have improved all phases of 
customer accounting .. . including 
bill calculation and audit functions. 


IBM’s leadership in applying electron- 
ics to business machines has given utili- 
ties a ready means for reducing costs as 
well as providing better service for 
their customers. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
590 Madison Avenue, New York 22, N. Y. 
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Electrical World's valuable record of 


THE DEVELOPMENT OF MODERN 
ELECTRIC SYSTEMS and APPARATUS 


POSE STEVES SEES S VSS SSSI Sse SSF TIS SSIS TFT SSVI TST SVT sTssTVTsTVUVTIsTVTITVTITITVTITITVTF 














Here is the sweeping panorama of the evolution 
of energy generation, distribution and utilization. 
This is the story of the progress of the great Ameri- 
can electric power systems, both private and public, 
and the philosophy and social and economic forces 
underlying their growth. 


Designed for easy reading, this book brings you 
in compact form the unique record of the develop- 
ment of hydro- and turbo-electric power plants— haat 
of techniques for the construction, operation, and SS = 
maintenance of the far-flung systems—of public <= PAST, PRESENT 
regulation over companies, their rates and their == — behtlee 
profits—of the spasmodic movements for federal = F 
and municipal ownership of electric utilities—and *_fuserarcar wore 
of the rise of industry organizations. = 




















Just Published 


THE ELECTRIC POWER INDUSTRY 


PAST, PRESENT and FUTURE 


Compiled by the Editors of Electrical World ; 
178 pages, 8!/, x II, illustrated, $4.00 





This survey of one of the world’s greatest industries, spanning three-quarters of a century, is a pen 
manent bound edition of the 75th Anniversary Number of Electrical World. Outstanding specialis 
from coast to coast contributed their knowledge and research to make this volume a unique log 
industry achievement. Every major phase of electric power development is covered—generating equi 
ment, transmission lines, protective relaying, substation desig 




































power metering, rural electrification, holding companies, sta 

DISCUSSES— regulation, N.E.M.A., Edison Electric Institute, National Ele 
e Power systems trical Wholesalers Association, etc., etc. 
e Power stations 
e Station generation a 
¢ Transmission Public Utilities Fortnightly 
¢ General system 309 Munsey Bldg., Washington, D. C. 

techniques Please send me a copy of Electrical World’s, THE ELECTRIC — 
@ Distribution POWER INDUSTRY. Payment to be made as checked. ) 
. Maintenance and TD. 6 nb iv cetvcccnddsedccceccdetciictspccsvecseuasenesetecess 

metering 
e Use of electricity BE. akc ccdsctwsssecdsnccctscnseesanseceapendadbisesaeenee 
e Organization and BE: cscsauonidcceseinedcanninnil nena 
e L < ncngell ganizations O payment enclosed O send C.O.D. § 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








Tue American Appraisat Company 


ORIGINAL COST STUDIES ¢ VALUATIONS ¢ REPORTS 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 














DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 














ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing — Inspections — Research — Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 














ford, Bacon & Davis 
rasgen* MND: oonerecne* 


NEW YORK @ PHILADELPHIA @ CHICAGO e@ LOS ANGELES 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL no. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 


NEW YORE LOS ANGELES 











GILBERT ASSOCIATES, Inc. 








ENGINEERS POWER ENGINEERING SINCE 1906 SPECIALISTS 
Steam, Electric, Gas ; Purchasing and Expediting 
Hydraulic, Sanitation Serving Utilities and Industrials Rates, Research, Reports 
Designs and Construction e e Personnel Relations 
Inspections and Surveys Reading New York Heesten Original Cost Accounting 
Feed Water Treatment Philadelphia @ Washington Accident Prevention 








HENKELS & McCOY 


ELECTRIC & TELEPHONE LINE CONSTRUCTION CO. 
6100 N. 20th St., Philadelphia 38, Pa. — Wilmington, Del. — Erie, Pa. — Altoona, Pa. 


Transmission Distribution — Overhead, Underground e Construction Maintenance « Ball Field Lighting 
Right of Ways « Chemical Control ¢ Tree Trimming ¢ Gas and Oil Lines . . . Now Working in 14 States 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


231 So. LaSalle Street Chicago, Illinois 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 
NEERS 
NN ARBOR, MICHIGA 
APPRAISALS—INVESTIGATIONS DEPRECIATION STUDIES— 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 
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PROFESSIONAL DIRECTORY (continued) 








She % ‘ian Coyocalion 


ENGINEERS @ CONSTRUCTORS 








1200 NORTH BROAD STREET, PHILADELPHIA 21, PA. 
WASHINGTON, D.C. « ROME, ITALY © CALCUTTA, INDIA 
CARACAS, VENEZUELA e MEXICO CITY, MEXICO . 





William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in REGULATORY 
COST ANALYSIS “PROBLEMS 
for past 35 years 
Send for brochure: ‘'The Value of Cost Analysis to Management"’ 





















LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 
















N. A. LOUGEE & COMPANY 


Engineers and Consultants 


REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 















80 FEDERAL STREET “=. BOSTON 10, MASS. 


CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 















PENSIONS SERVICE INSURANCE 
BUDGETING ADVERTISING 


ENGINEERING 


PERSONNEL ACCOUNTING 
co. SALES PROMOTION 
STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO PUBLIC RELATIONS 





TAXES 


MIDDLE WEST FINANCE 
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PROFESSIONAL DIRECTORY (continued) 





Pioneer Service —_— Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 


OPERATING ENGINEERS 
PURCHASING 





231 SOUTH LA SALLE STREET. CHICAGO 4, ILLINOIS 








SANDERSON & PORTER 
ENGINEERS S&P 


CONSTRUCTORS 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Usilities—Industrials 
Stadies—Reports—Design—Supervision 
Chicago 3, Ill. 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 

















80 BROAD STREET NEW YORK 4, N. Y. 
ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL EARL L. CARTER 
Consulting Engineer 
Consulting Engineers REGISTERED IN INDIANA, NEW YORK, OHIO, 
Wate, Geunes end taduawied Waste Prettens PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Airfields, Refuse Incinerators, Industrial Buildings Public Utility Valuations, Reports and 
City Planning, Reports, Valuations, Laboratory Original Cost Studies. 
121 SOUTH BROAD STREET PHILADELPHIA 7 910 Electric Building Indianapolis, Ind. 
BLACK & VEATCH GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 
CONSULTING ENGINEERS 





Appraisals, investigations an _ re HARRISBURG, PENNSYLVANIA 
ports, desi rvision of con- peealianteineiat 
struction 0: Public t tility Properties 
Original Cost and Depreciation Studies 
4706 BROADWAY KANSAS CITY, MO. Rate Analyeso—incurance Surveys 
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W. C. GILMAN & COMPANY 
Consulting Engineers 


Load and Capacity Studies — Rate Cases 
Financial Planning 
Investigations — Reports — Supervision 
55 Liberty Street New York 5 


Organization and Procedural Studies 


ARTHUR LAZARUS 
MANAGEMENT CONSULTANT 


70 Pine Street ’ New York 5, N. Y. 
BOwling Green 9-5165 











SVEN B. HANSELL 


CONSULTING ACTUARY 
PENSION PLANS 


DEPRECIATION 
For Rate Cases and Income Tax 


1421 Chestnut Street Philadelphia 2, Pa. 
Tel. Rittenhouse 6-3037 





LUCAS & LUICK 


ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatis St., Cricaco 














HARZA ENGINEERING CO. 
Consulting Engineers 
E. MONTFORD ruck CALVIN V. DAVIS 
Hydro-Electric Power Projects 
on Lines, System 
Dams, Foundations, Harbor Structures, 
Soil Mechanics 


400 W. MADISON ST. CHICAGO 6, ILL. 


A. S. SCHULMAN ELEctrRIc Co. 


Electrical Contracting Engineers 


TRANSMISSION LINgS—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


2416 SouTH MICHIGAN Ave. Crricaco 














JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 





DESIGN AND SUPERVISION OF CONSTRUCTION 
REPORTS—EXAMINATIONS—APPRAISALS 
MACHINE DESIGN—TECHNICAL PUBLICATIONS 


BOSTON NEW YORK 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











LAURENCE S. KNAPPEN 
Consulting Economist 


Cost of Capital and Rate of Return Studies 
Analyses of Financial Statements 
Rate Case Investigations 
Revenues and Expenses 
919 Eleventh Street, N.W., Washington |, D. C. 
Telephone: National 7793 


United States Testing Company, Inc. 


























LARAMORE AND DOUGLASS, INC. 


CONSULTING ENGINEERS 


POWER PLANTS 
TRANSMISSION DISTRIBUTION 
DESIGN—REPORTS—APPRAISALS—RATES 


79 East Adams Street Chicago 3, Illinois 








WESTCOTT & MAPES 


ncorporated 


ARCHITECTS ENGINEERS 
VALUATIONS — STUDIES — REPORTS 
DESIGN — SUPERVISION 
UTILITIES — INDUSTRIAL PLANTS 
INSTITUTIONS — SCHOOLS — PUBLIC WORKS 
NEW HAVEN CONNECTICUT 
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r iple- play tect big wind 


Hurricane insurance for Fort Myers, Florida — 
delivered by a trio of International crawlers 





ee si 

















IT TAKES PULL to do this job. A handy, wide-tracked 1D- 6, Inter- 
national’s smallest crawler, raises the wires. 


ort Myers, Florida, was vulnerable to power fail- offer handiness, reliability and power to do more 
re from hurricanes. Then the Florida Power and work in less time. See your International Indus- 
ight Company ran in a second 66,000-volt high- _ trial Distributor. Ask about his service facilities for 


ne from a booster station 24 miles away. the years ahead. Factory-trained service experts, 
This easy-handling International trio—a TD-14, complete parts stocks, plenty of skill and the latest 
'D-9 and TD-6—did the heavy work in jig time. service techniques are working for you at your dis- 


International crawlers with matched equipment _tributor’s plant—headquarters for “‘power that pays!” 
International Harvester Company, Chicago 1, Illinois 








ane | Power 
INTERNATIONAL By Sieh 
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